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"The Fords I looked at were bare -naked, 

empty trucks: We Like more elaborate 
surroundings. So we switched to Chevy." 



So we bought one Chevy.™ Then another. Plus, our drivers use the bin and 
shelf package as a toolbox. So all of their stuff is good and handy when they 
need it and they have a place to put everything. Every day we're discovering 
that the longer we drive them, the more we get out of them " (For info on Chevy 
Express' and our Commercial Customer Choice Program with up to $1,876 in 
steel storage bins at no extra cost! call 1-800-950-2438 or visit chevrolet.com/) 
Chevy Trucks. The most dependable, longest-lasting trucks on the road:" 



-Mike Hutson, West field Lighting Co. 



"Our vans deliver huge chandeliers, 





amenities impressed us most: 



EXPRESS L^JJ LIKE A ROCK 



NationsBusiness 



Contents 



DEPARTMENTS 

8 Letters 

1 0 Entrepreneur's Notebook 

With unemployment low and skilled 
workers hard to come by, a company 
owner must be creative to find and 
retain top workers. 

12 Dateline: Washington 

The quest for tax relief; OSHAs 
proposed ergonomics rules; congres- 
sional action on measures to help 
small companies. 

16 Managing Your 
Small Business 

Making your firm's name memo- 
rable; staying sharp at trade shows; 
developing emotional competencies. 



62 




Continued from Page 2 




The xh welder, 
(in (j Hro/*htjx 
/ranch! ml on- 
*te service far 
docitmettt ik- 
sirmiiou helps 
com/janies/eel 

stVtltV. 

Page 57 



PHOTO CCOWAlNt 



i f |rq -Mf-.., r „- T . ,,-,-r 



w 



Making K 

An entrepreneurial foam sculptor; 
a husband-and-wife team offering 
some quality rays; a restaurant 
owner true to the tastes of her 
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^ a scientific study before issuing 
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No markups. No markdowns. No gimmicks. Just the | 
leading computer brand names at certified wholesale \_ ^ 
prices. Everyday. Your computer is here. At cost. 



Smart. Deals, Online. 



www.onsale.com 
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Challenges That Threaten 
Business Survival 



As this issue goes to press, an exciting 
process is unfolding. Judges from Arthur 
Andersen LLP the international account- 
ing and consulting finru are poring over appli- 
cations from small companies nationwide to 
decide which of them will be named Bine Chip 
Enterprises for 1999. 

The annual Blue Chip competition honors 
companies with five to 400 employees that have overcome significant 
challenges and emerged stronger. 

Central to the vision behind the program is the sharing of the hon- 
orees' experiences with other business owners, particularly those who 
may be facing similar problems. 

The competition is sponsored by insurance firm MassMutual — The 
Blue Chip Co., Nation's Buxiite&s. and the U.S. Chamber of Commerce. 

The state honorees will be listed in next month's issue. In the June 
issue, Senior Editor Michael Barrier will tell the stories of how the na- 
tional winners overcame the challenges they faced. These are sure to 
be stories you wont want to miss. 

This month'* Cover Story, written by technology editor Tim McCol- 
lum, aims to help entrepreneurs meet the new challenges created by 
one of the most pervasive aspects of today's business 
\N W Vj/ envLmnment, the Internet. 

Jtr ^Jkv\ The story, "End Your Internet Anxieties NW," 
R\ details how one company Intuit Inc., restructured 
j^^^Hv itself in response to this new business avenue, and 
^ ^k^-W it relates how entrej »reneui"s are rethinking a range 
^^^^^ of industries to capitalize on the Internet. 

If your company is grappling with new competition 
spawned by the Internet, we hope this storv helps you. It begins on 
ftgeia 



Mary Y. McElveen 
Editor 



Th' t (tired Stales (! number r>f Commerce, 
fil<hl;-jifJ nf NilThji-j-, Hii^NJ.'S-S. ih \i>(U'r\\(U\l\ 

of buHitvjMUfi, trod* artttocintuiriA, local and 
fMj ftaUf chamber*, and American chamber* of 
cinnnnT<i' ibniiiii. 



CHAIRMAN OF THE &0ARO 

William G Lull- 

PRESIDENT AND CEO 

Thumuji J. Doiwhuc 



i*#iU-rr .F h-i'kin- 



Mary Y. MeElveen 
DEPUTY EDITORS 

Tererwe K BlMM, Robert L Jacobann 

EDfTOR-AT LARGE 

Sharon Melton. 

SENIOR EDITORS 

Michael Burner, David Warner, Jam w Worsham 

ASSOCIATE EOIT0H 

Stuphi-n Ruth 

ASSISTANT EOUOR 

Tmi Mi-t'iilUini 

CONTRIBUTING EDfTQRS 

Robert T. Gray, Ro«tr Thompnoti, Julie Candler. John L Ward. 
Cnt^f E, An.iiinfl' IVfiT Wimvh K.imiv SU t 'i - 
Suimn Riddle Jaffc t Dole D. Bum 

EDITORIAL ADMINISTRATIVE ASSISTANT 

Irmn N- Ttiltver 

ACTING ART DIRECTOR 

;(,, f 1 n.J.ri 

SENIOR DESIGNERS 

Kathleen Vetmr. Scott Nritzke. Juan C. Main 

SENIOR ARTIST 

Sean Kennedy 

PHOTO DEPARTMENT 

Laurence L Levin. photo ediUir 
France)* Borthardt, asn-ttfuU, photo editor 
T. Michael Ke». ehief photographer 

ART PRODUCTION ASSISTANT 

Theodora D. Taylor 

PRQOUn^TlRECTOR 

HridiStkriGweffl 

PRODUCTION COORDINATORS 

*'<u -| -h.nii** .)nnkf"*!*ki. !^jj«nd Sepavni 

PROOUCTIDN A0MINISTHATOR 

Sereth* Armstrong 



ADVERTISING 

f»i.t* Mi l lit- hi-n 



n. ndmtniatrntor 

USERS 



Dallas .H7J :i*7-uun 
I C Kelly 

SMiiirNeW. Mich m±\m 
Richard Tbptiua* Michael McNew 
Las Angelas :t2ai 651-1466 
Tom Bowman 

Jerry V. Cnmporine. Peter J. Rjurdan. Shnnn J McKenna 

IffftNATIOMAL 

Vieo Fabrteio Aawnate* 



CLASSIFIED ADVERTISING 



irectrir 
' ■ ' ■ - 1 1 1 r executive 



MARKETING 

Janifte Grmmum,, director 

Liana Olaaco, managrr of drcolai,irin and oiohiioht nidfeltfpf 
Randy Ewril, Aftenbate nuiEMjnfr nf csrculnfitm 

luul mriMiiner mHi-krtirtg 
Randi Hkk» Row*. promotion manapff 
Beth LaGuardtn. nmsuciuU* promotion nuina 
Diane Lewis, creative mrvkm eoordtruunr 
Che trip McClellan, circulation crwirdinntor 



You're online trying to buy 
before the market goes up, 
when the power goes down. 



Good thing you invested 
an APC Back-UPS Office®. 

Solutions starting at $99. 



You can find APC power protection products at: 




APC Back-UPS* Family 



M life 




trading you're ahead 
of the curve. No thanks to faulty power 
you could lose your edge. An APC 
uninterruptible power supply (UPSl 
gives you and your computer the 
power to make that trade. 



Eact 



to research by IBM, a typical 
computer is subject to more than 120 
power problems a month. Cheap 
power strips prevent none of the 
power problems that cause keyboard 
iock-ups r system crashes, corrupted 
data, and lost Internet connections. 
An APC UPS with surge suppression 
and battery back-up protects your soft 
ware, hardware, and most importantly, 
your work. APC Back-UPS* provide clean, 
reliable power so you can function at peak 
performance through power glitches, and 
give you time to shut down during a power 
outage. Contact your local reseller or visit 
the listed retailers to add APC's Legendary 
Reliability to your system today. 



FREE 68-page Guide 
to Power Protection. 



Order now: Key Code j 343 z 
httpS/promojpccxom 

888-289-APCC x8509 • Fax: 401-788-2797 



Legendary Reliability' 
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Social Security Issues 
Deserve A High Profile 

Thank vou for vour Cover Story 
"Small Firms' Stake In Social Se- 
curity Reform" [March]. I believe 
that the big lie of Social Security belongs 
on the cover of not only Nation's Business 
but every publication. 

I am part owner of a small firm (22 em- 
ployees) that paid $132,000 in Social Secu- 
rity and Medicare taxes last year. Be- 
tween 1974 and this year, the taxable 
wage base on which I have paid Social Se- 
curity taxes has been raised by 550 per- 
cent and my Social Security taxes have 
gone up by 689 percent. 

Social Security defies every rule that is 
put on private retirement plans, and it is 
outrageous that politicians take credit for 
using excess Social Security money to 
"balance" the budget. 

Reduce benefits now. End cost-of-living 
adjustments. Reduce and cap tax rates. 
Take the "extra" money away from politi- 
cians and make them deal with the real 
budget deficit 

In addition, n llow workers to put most 
of their retirement money into real in- 
vestments. Other countries do it t and we 
can, too. 

Robert H. Andreics 
President 

Jordan &Andretvs Consultant arid 

Adftn no- 
Santa Rosa Calif 

An Investment Alternative 

1 found your Caver Story on So- 
eial Security reform to be very 
informative- 
Most of the "reforms" being floated for 
fixing the system are unattractive. Rais- 
ing the eligibility age is an extraordinar- 
ily cynical solution, relying as it does on 
a large number of taxpayers dying be- 
fore they ever collect a penny. And, as 
an accountant for a group of small busi- 
nesses, the prospect of administering 
individual Social Security pension 
accounts is terrifying. 

Since something needs to be done, the 
most appealing — no, make that impera- 
tive — solution is to invest the Social Secu- 
rity trust fund assets outside the federal 
government. 



There seems to be a general fear of in- 
vestment in the stock market, so why not 
put the money into nonfederal govern- 
ment obligations? 

States, counties, cities, school districts, 
port authorities, park districts, and a 
host of other public and semipublic tax- 
ing entities issue billions of dollars in 
debt each year. 



Wa/ionsBusiness 




Wim Take Money \ff 
°"t Of Your Pocket? 



If they could borrow directly from the 
Social Security trust fund, the fund 
could earn more, the borrowers could 
pay less (there would be no underwrit- 
ing or bond-marketing costs), and the 
money would do good in the real world. 
DaiMJ. Vol: 
Vke President 
fiesta nmnt Avarruttiatf. I nr. 
Snmlnskjf Ohio 

Wake Up, People 

In reference to your Cover Story 
in March, I believe that Social 
Security should be eliminated 
on a gradual basis, starting now. 

Do the American people understand 
that the government thinks we are too 
stupid to invest our own money 9 Wake up 
people, and let's take personal responsibil- 
ity for our own lives and our own money 
while using common sense. 
Christopher PZnhijk 
Malmiu Pa* 



Is The Trust Fund A Myth? 

/ N^ Regarding your Cover Story on 
Social Security reform, a truly 
informative article would have 
told readers in the opening paragraph 
that in actuality there is no Social Secu- 
rity trust fund and that the only hope 
for those who are near to drawing Social 
Security is the health of the productive 
sector that will provide the funds that 
flow to them. And the keys to the health 
of the productive sector— and conse- 
quently of Social Security— are lower 
taxes and fewer regulations. 
Robert L. Feditga 
Kami* City, K(ttt. 



Flight Attendants Could 
Make Room For Passengers 

^ As a frequent traveler, I read 
v^-Sp with great interest "Business 
W9P Fliers Cope With Carry-On 
Rules" [March), 

I agree with the Federal Aviation Ad- 
ministration that the size and number of 
bags that people attempt to bring on 
board a flight have become a problem that 
must be dealt with. Safety is of para- 
mount concern in commercial aviation, 
and I have accepted that I must check 
some bags that I previously could have 
carried aboard. 

1 would like to offer one other possible 
solution to the airline industry. To make 
additional room on planes, flight crews 
should have to check their bags. That 
would free up more space in the over- 
head bins. 

I am all for restricting the size and 
quantity of bags allowed on a plane. But 
let's look at all the culprits, not just the 
paying customers. 
Kevin P MrAniiffe 
Park Rhhp\ NJ, 

An Arbitration Program 
For Year 2000 Disputes 

"Trying To Head Off The Other 
Y2K Problem" (Editorial, Febru- 
ary! was well-timed and well-said. 
Your calls for legal reform and petitions to 
Congress may be of value to business own- 
ers who must work under a cloud of legal 
activism and opportunism. 
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But there is another aspect to the situ- 
ation. It may be of interest to your read- 
ers to know that the American Arbitra- 
tion Association is 



two steps ahead of 
the problem. 

The association 
has unveiled a fast- 
track program for 
technology and 
other disputes re- 
lated to year 2000 
issues, and it has es- 
tablished a National 
Technology' Panel of 
350 technical and 
legal experts to hear 
and resolve such 
disputes. 

More details on 
the program can 
be found at the as- 
sociation's World 
Wide Web site, at ^^^^ 
wwWMdr.org, or by 
calling 1-800-778-7879. 

I encourage business people who are con- 
cerned about prompt, fair resolution of 
issues related to Y2K to contact the associa- 
tion and to consider including an arbitra- 
tion clause in any contracts. It is also possi- 
ble for parties under contract to agree to 
arbitration or mediation even if the con- 
tract does not contain such a clause. 
James fi G(nxl 
Member, Panel of Arbitrators 
A tttericun Arhitmtiou Aasociatiou 
Durham* N.C 

Time To Take A Stand 
On Sexual Harassment 

1 was very pleased to read "Sexual 
Harassment" [Cover Story T Df- 
\< cember], which informed your 
readers about a big issue that is largely 
being neglected. 

This article has helped those who have 
been sexually harassed see that they are 
not alone and can do something about it, 

1 feel that it is time for both employers 
and employees to take a stand by punish- 
ing those who commit sexual harassment 
Maybe with punishment, people will think 
twice about their actions. 
Heather Cmtty 
San Antonio 

Lower Payout Rate 
Means More For Charity 

'When It's Better To Give And 
Receive" I Small Business Finan- 
cial Adviser March] gives an ex- 
ample of a charitable remainder trust es- 
tablished by a married couple. However, 
the example suggests an opportunity lost. 



The assets in a charitable remainder 
trust accumulate tax-free. Many donors can 
reap the benefits of that tax-free accumula- 
tion by establishing a chari table remainder 
unitrust with a low payout rate. By so 
doing r they can give far more to 
_ charity- than they give up 

in income. 

Turning to the exam- 
ple in the article, the 
couple would receive 
$60,000 less income 
over 26 years from a 6 
percent unitrust than 
ftvm an 8 percent uni- 
trust. The couple, how- 
ever, would leave 
$670,000 more to char- 
it) and their charitable 
deduction would be 
$85,000 larger. 
When shown the options t 
most donors would choose to give more 
back to the community. 
Todd D. Mayo, Associate 
Winer and Bennett Attorneys at Law 
Nashua, NIL 



You can communicate with Nation's 

Business via: 

Matt: Letter* to tin Editor 
Nation s Business 
161 J/7 Street, N.W 
Washington, D.C m$&2000 

P Fax: WW 8X7-m7 

& Electronic mail; editoT@nbmag.com 
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Paying In Advance 
For Legal Assistance 

I enjoyed your article "How You 
m| Can Corral Legal Costs'" [Febru- 
ary], but 1 was disappointed that it 
made no mention of prepaid legal plans. 

At Pre-Paid Legal Services, Inc., we offer 
an excellent plan for small businesses at a 
nominal cost. Our clients get a highly rated I 
law firm available to them for a wide vari- 
ety of services, usually at no charge beyond 
the monthly fee. I feel certain that your 
readership would have benefited from our 
inclusion as a cost-effective alternative. 
I hind Hollands, htdefyendent Associate 
Pre-Paid Legal Services, Inc 
Plana T*\eas 

[Editors Note; Wit He our Febnuiry article fo- 
cused on s})ecialized legal help fat* small com- 
panies, tw did cover the topic of prepaid legal 
services in "Legal-Services Plans For Small 
Firms, n Small Business Financial Adviser, 
September}. 
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Check out these 
great companies 



www, massmutual.com 
www.teligent.com 
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www.microsoft.com 
www.toyota.com 

www.visa.com 
www.cessna.com 
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www.janiking.com 
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^ By Joe Snider^ 



When Good Hiring 
Is A Challenge 



rive down just about any commer- 
I cial roadway in America today and 
I you're likely to see signs proclaim- 

■V ing that "Business Is Great — Now 

Hiring." 

In general, help-wanted signs are a good 
thing. After all t when a community's help- 
wanted index is high, so is its level of eco- 
nomic activity But there's a hidden truth 
behind these signs that many business 
owners are painfully aware of these days: 
Even if business weren't great, they would 
still be looking to hire additional high- 
quality employees. 

Whether a company is looking lor sea- 
sonal, part-time, or full-time help, today's 
low unemployment rates have made it 
hard to find reliable workers. 

My contracting firm. Services Galore, 
Inc., in recent years has faced three major 
hiring challenges: finding skilled workers 
to replace those who retire finding sea- 
sonal employees, and retaining the work- 
ers we have in an industry in which on- 
site headhunting is routine. 

Here are some strategies that my part- 
ner — Michael Gurevitz, the company's vice 
president — and I have used that could help 
your company meet its employment goals: 

Maintain basic hiring practices, re- 
gardless of the job market Don't short- 
change your firm by giving in to the feeling 
that you must take somebody — anybody — 
right away Even in a tight labor market, 
there's no substitute for solid hiring prac- 
tices such as checking references (two or 
three employers back* and school records to 
assess the reliability of the job candidate. 

Similarly, don't compromise your stan- 
dards on safety or workmanship. Even if ! 
you're extremely short-staffed, that's no 
excuse for hiring an inexperienced worker 
who might be an injury risk. Likewise, 
nothing is as valuable as your company'- 
good name, so don't take on a job if you 
can't do it right and on schedule because 

Joe Sniderman is president of Services Go 
feftg fm\, in Cotnmbim, Ohin He prepared 
tim account uith Contribut ing Editor Susan 
Biddle Jaffa Reader* with insights on xtart- 
iitff (fi non/tm/tf hn*n t t>:s a>r- mntfil tttvott- 
tribute to this column. Write to Entrepre- 
neur's Notebook Nations Business, 1615 H 
Street iPK Washington D.G 20062-2000 




At Services Galore, Inc., Jw Snidennan is find- 
nttj >m>fs to tttttmi and keep reliable /wrtera 



you lack workers. Turning away cus- 
tomer is far better than angering them. 

Start looking in new places. Don't 
look only for new ways to attract workers; 
also look for new sources of employees. In 
my company's case, that turned out to be 
vocational high schools. I find seasonal 
and part-time workers who have devel- 
oped some of the skills my firm needs, and 
the students get to put to use what they ve 
learned even as they acquire new skills. 

Labor Day doesn't have to be the 
end. Rather than viewing seasonal stu- 
dent workers as short-timers just passing 
through, create an environment in which 
they are treated as potential full-time em- 
ployees, Making this approach clear when 
you're seeking new student workers can 
be a valuable recruiting tool 

Put the word out in your own shop* 

You can get your staff to help find good new 
employees by offering referral bonuses and 



by expressing your willingness to hire the 
relatives and friends of proven workers. 

Focus your efforts. In a tight labor 
market, even successful areas of your 
business can become more of a drain on 
resources than they are worth- 

For example, we recently discovered 
through an accounting evaluation that we 
would he better off subcont racting some of 
the work done by our carpentry shop, even 
though the work was profitable. When 
skilled personnel are in limited supply a 
firm must concentrate on doing the types of 
wor k that have the greatest profit margins. 

Treat your workers like family. 

There are many ways to make employees 
jobs more attractive and help keep them 
with the company. Besides paying compet- 
itive wages, you can offer flexible hours 
and good benefits. 

For my company, perhaps the best way 
has been to create a sense of family Our 
workers know that we care about them 
because we help them on and outside the 
job, even down to holding the notes on 
auto loans for some employees. 

Entrepreneurs should put as much cre- 
ativity and energy into establishing and 
maintaining a motivated and productive 
stuff as they do into marketing and busi- 
ness development. That's because the 
quality of your work force, especially in 
today's tight job market, is equally crucial 
to your company's success. ffi 

1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 
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With mmnploipnent low 
and skilled workers hard 
to fi nd, a company owner 
mmt be creati ve to find 
arid, retain top workers. 
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The 1 999 Blue Chip 
Honorees Have 
Been Selected. 



The Blue Chip Enterprise Initiative" recognizes 
businesses that hove overcome adversities and 
emerged stronger. Since 1990, nearly 1,800 
businesses hove been honored. 

MassMutual — The Blue Chip Company, the 
U.S. Chamber of Commerce, and Notions Business 
are proud sponsors of this national award program. 

This year's honorees come from a variety of 
businesses, each with a fascinating story of success. 
Look for the designees from your state in the May 
issue of Notion's Business. Just think, your company 
could be a Blue Chip Enterprise Initiative 2000 
honoree! Any for-profit business that has operated 
continuously for at least three years and employs 
between 5 and 400 persons is eligible for the 
Y2K competition, 

for more information about the program, look 
for the Blue Chip application in the June issue of 
Notion's Business, visit the Notions Business 
Web site at www.nbmog.com, contact your local 
MassMutual agent or coll 1-80&F0R-BCEI. 




Jj- (g) MassMutual 

The Blue Chip Company ~ 
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Dateline: Washington 



Business news in brief firm the nation's capital. 



TAXES 



Small-Business Tax Relief 
Sought As Debate Begins 

Efforts to win tax relief for 
small businesses are finally 
under way after a slow start in 
the new Congress, but it's still 
unclear exactly what might be 
in any final tax-cut bill 

Business groups, including 
the U.S. Chamber of Com- 
merce, are pushing hard for 
broad-based tax relief along 
with specific cuts to maintain 
economic growth. 

The U.S. Chamber, for ex- 
ample, is calling for reduction 
or repeal of the capital-gains 
tax, the estate and gift tax, 
and the alternative minimum 
tax for business. It also advo- 
cates a speedup in the phase- 
in of full deductibility of med- 
ical-insurance costs for the 
self-employed. 

The Chamber also wants ex- 
tension of various tax credits 
important to small companies, 
including those for research 
and experimentation and for hiring disad- 
vantaged individuals and welfare recipi- 
ents. 

Among the many tax-reduction propos- 
als in Congress are those that seek cuts 



REGULATION 



Business Blasts QSHA's 
Proposed Ergonomics Rules 

Business is criticizing the U.S. Occupa- 
tional Safety and Health Administrations 
efforts to issue new ergonomics regula- 
tions before completion of a congression- 
ally mandated study on ergonomics. 

The new rules would allow OSHA inspec- 
tors to impose penalties on employers for 
failing to find and fix ergonomic hazards. 

"Any ergonomic regulation must be 
based on sound science/ says Robb 
MacKie, vice president for government re- 
lations at the American Bakers Associa- 
tion. "There is no consensus in the medical 
and scientific communities as to the clear 
causes and remedies for repetitive-stress 
injuries." 

The bakers group is one of more than 



A Decade Of Surpluses 

(Projected Amounts For Each Fiscal Year, In Billions) 



350 Surplus mm or Delicit 

Without Social Security Reserves 

300 
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in capital -gains and estate taxes and an 
end to the so-called marriage penalty. 
Other proposals call for an across-the- 
board tax cut for all taxpayers. Under 
one proposal, such a cut would not take 



300 companies and organizations, includ- 
ing the U.S. Chamber of Commerce, that 
have formed the National Coalition on Er- 
gonomics, which opposes the proposal. 

OSHA has moved ahead with a draft pro- 
posal even though the National Academy of 
Sciences is 18 to 24 months away from 
completing its study on whether there is 
scientific evidence to link work activities 
and musculoskeletal disorders such as 
carpal-tunnel syndrome and tendinitis, 

The coalition is backing a bill introduced 
by Rep, Roy Blunt, R-Mo., with bipartisan 
co-sponsorship, that would prohibit OSHA 
from issuing an ergonomics rule until the 
study is completed. The agency is planning 
to issue a final regulation in early 20(H). 

OSHA contends that certain job tasks, 
including those involving repetitive mo- 
tions, heavy lifting, and vibrations, cause 



effect until there was a fed- 
eral surplus that did not in- 
clude Social Security reserves, 
President Clinton has his 
own plan to use the budget sur- 
plus for shoring up Social Secu- 
rity and Medicare, with other 
portions going for individual 
savings accounts for all .Ameri- 
cans and new spending pro- 
grams. But in late February he 
indicated thru he might sup- 
port some targeted tax cuts if 
they didn't interfere with bul- 
stering Social Security. 

Meanwhile, GOP leaders in 
early March unveiled a plan to 
cordon off Social Security sur- 
pluses so they could not be 
used for tax cuts or new spend- 
ing. Indeed, the amount avail- 
able for tax cuts is linked to ef- 
forts to set aside a major 
portion of the overall budget 
surplus for Social Security (see 
the chart), as both the White 
House and GOP lawmakers 
strive to be seen as protectors 
of Social Security funds. 
Both GOP leaders and the White House 
have indicated that they want to spend 
more on national defense and education, 
although they differ on some priorities. 

— J amen Worxltam 



musculoskeletal or repetitive-stress in- 
juries and illnesses. 

In the draft proposal, which was released 
in February; OSHA states that *work-re- 
lated musculoskeletal disorders" account 
for more than 34 percent of all injuries and 
illnesses that lead to lost workdays. 

The proposed new standards would 
apply to ail companies with manufacturing 
jobs, to those where "manual handling" oc- 
curs, and to those where a musculoskeletal 
injuiy or illness has been reported. 

The regulations would require covered 
businesses to identify and provide infor- 
mation on ergonomic hazards to employ- 
ees and provide medical management to 
workers who developed musculoskeletal 
disorders. Employers would also be re- 
quired to redesign workplaces, employees' 
job tasks, or both. —David Warner 



Here's an Easy Way To Write Employee 
Handbooks, Reviews, and Job Descriptions! 

Use KnowledgePoint Software. 

Each software package is $119 plus shipping. 
BUY ALL THREE for $219 plus shipping. 
A better buy than getting one for free! 



PUT YOUR POLICIES ON PAPER 

A well-written employee handbook improves morale and provides 
legal protection in the event of employee disputes. Policies Now! 
makes creating a legally appropriate customized employee handbook 
quick and easy. Just follow an easy Q&A process. Policies Now! 
takes your information and writes a custom-mode, legally 
appropriate employee handbook. 
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FASTER, BETTER, EMPLOYEE REVIEWS 

D i a I i ke writing performance M 
reviews? Performance Now! 
provides clear, meaningful text 
based on information you provide. 
It gives context-sensitive human 
resources advice, helps assess 
coaching ideas for improving per- 
formance, and even provides w 
to track performance year around. 
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writing employment 
recruiting sites. 



DESCRIBE THE JOB; 
BOOST PERFORMANCE 

A comprehensive job description 
helps boost performance, recruit 
the right employee, and protect 
against legal disputes. Just choose 
a job, answer a few questions and 
Descriptions Now! custom-writes 
an effective job description that 
complies with the Americans with 
Disabilities Act. It also helps in 
ads and provides links to online 
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LEGISLATION 



House, Senate Move Quickly 
On Small-Business Measures 

Small-business legislation is off to a 
fast start in the new 
Congress. 

Three measure? — to 
reduce federal paper- 
work requirements on 
small firms and free up 
funds for loans to entre- 
preneurs and expand- 
ing small businesses- 
passed the House in 
early February- 

The Senate, which 
spent most of January 
and February on Pres- 
ident Clinton's im- 
peachment trial, passed 
a measure to give small businesses some 
aid in solving their year 2000 computer 
problems. 

The early passage of bills dealing with 
small-business issues followed action by 
the House and Senate small-business com- 
mittees, both of which also plan this year 
to review U.S. Small Business Administra- 
tion programs, which are up for reautho- 
rization, to see if they are the most cost-ef- 
fective means of helping small companies, 

"Small businesses are the proverbial lit- 
tle guys fighting the federal bureaucracy. I 
am more committed than ever to fight to 
see that Congress is helping, not hinder- 
ing, the nations small businesses," says 
Sen. Christopher S. "Kit" Bond, R-Mo., 
chairman of the Senate Small Business 
Committee. 

Rep. James Talent, R-Mo., chairman of 
the House Small Business Committee, 
adds: ^Congress has taken important 
strides toward putting the government 
back on the side of small business, but we 
can't relent." 

Measures approved by the House in- 
clude: 

■ The Paperwork Elimination Act, de- 
signed to reduce the amount of paperwork 
the federal government demands of small 
firms and to allow them to file paperwork 
electronically on a 413-0 vote on Feb. 9. 

■ The Microloan Technical Corrections 
Act, which makes changes in the SBA's 
microloan program for very small loans to 
prospective small-business owners. It was 
approved on a 411-4 vote on Feb. 9. 

■ The Small Business Investment Com- 
pany (SBIC) Technical Corrections Act. Ap- 
proved on a 402-2 vote on Feb. 2, it would 
expand the ability of SBICs, which provide 
equity capital and long-term loans to small 
businesses, to offer financing. A similar bill 
has been approved by the Senate panel. 

The Senate unanimously approved on 
March 2 a committee-approved bill that 
would authorize the SBA to provide eligi- 
ble businesses loans u> help finance com- 
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puter repairs to fix year 2000 problems, 
The House panel was expected to take up 
the same bill in March. 
Meanwhile, efforts to rein in govern- 
ment mandates on busi- 
ness got a boost with the 
House passage Feb. 10 — 
on a 274-149 vote— of the 
Mandates Information 
Act, which would require 
the Congressional Budget 
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ORGANIZED LABOR 



U.S. Chambers Donohue Addresses 
AFL-GIO, Seeks Common Ground 

Thomas J. Donohue, president and CEO 
of the U.S. Chamber of Commerce, ap- 
pealed to top leaders of the AFL-CIO to 
work with business on issues on which the 
two organizations agree, even if they con- 
tinue to disagree on other matters. 

"Morn t han ever, the interests of em- 
ployers and employees are bound to- 
gether," Donohue told the labor federa- 
tion's executive council in Miami Beach 
on Feb. 19. "Our collective 
challenge is to protect 
prosperity and expand 
economic security for all 
Americans." 

Donohue's speech was the 
first address by a U.S. Cham- 
ber president to organized labors top gov- 
erning body. And it followed another 





GOP congressional leaders m W« 

Sen, Christophers, "Kit" Band* top left, und 
Rep. James Talent* both of Missouri. 



Office to analyze the economic impact of 
proposed legislation on the private sector. 
The bill has moved to the Senate. 

—Janus Worshaw ami Dark! Warner 



U,S. Companies Could Be Bound 
By Europe's Online-Privacy Rules 

U.S. companies doing business over the 
Internet could be subject to European 
privacy regulations that would restrict 
their ability to gather and sell informa- 
tion about their customers. That market- 
ing technique, though common in the 
United States, is prohibited in many Eu- 
ropean nations. 

The U.S. Department of Commerce 
and the European Union are in negotia- 
tions aimed at creating a framework 
that would ensure that U.S. companies 
comply with a 1998 EU directive that 
subjects companies doing business in 
Europe, even over the Internet, to the 
privacy regulations of individual Euro- 
pean countries. 

The Commerce Department has drafted 
"safe-harbor" privacy guidelines for U.S. 
companies. But the U.S. Chamber of Com- 
merce and other members of the private 
sector's Online Privacy Alliance believe 
the guidelines could hold U.S. companies 
to a higher privacy standard than is in ef- 
fect in the United States. 

The Chamber and the alliance want the 
safe-harbor rules to encoui*age companies 
conducting electronic commerce to disclose 
a privacy policy on their World Wide Web 
m .s and to subscribe to low-cost privacy- 
protection standards such as BBBOnLike 
from the Better Business Bureau and 
TrustE, which is backed by CommerceNet, 
an electronic-commerce consortium, and 
by the Electronic Frontier Foundation, a 
privacy group. 

The alliance is conducting a survey 
about online privacy of e- commerce Web 
sites. Results of the survey are expected 
to be released this month. 

—Tan McOtifum 



first— AFL-CIO President John J. 
Sweeney's address to the U.S. Cham- 
ber's board of directors in November. 

Donohue cited a number of issues on 
which the two organizations could find 
common ground; they include solving the 
problem of the shortage of well-trained 
workers, improving the na- 
tion's transportation net- 
work, strengthening na- 
tional defense, and finding 
reasonable solutions to en- 
vironmental concerns. 
In his speech at the 
Chamber, Sweeney acknowl- 
edged traditional policy differences be- 
tween business and labor but cited some 
areas in which the two groups could work 
together, such ;is worker t'drirriT ion and 
t ra ini n g, Social Security reform, and inter- 
national trade. 

—>Jmucs Wftrslatiti 






Fly Like an Eagle':' 




At work, use 

Direct Mail 

to increase sales. 

At parties, tell 

everyone you do 

commercials. 

As the hors d'oeuvres arrive, 
don't mention that for every dollar 
spent on Direct Mail advertising, 
you'll get back an average of 
$10 m sales. Or you'll soon be 
standing alone. 

It's been proven time and 
again that Direct Mail is great at 
building sales and instilling cus- 
tomer loyalty. Great information 
to have at the office, but please, 
leave it there. 

And even though Direct Mail 
is unsurpassed at targeting a 
specific audience and delivering a 
relevant message efficiently resist 
the urge to share these benefits. 
It's much wiser to tetl people that 
the latest "film" you shot can be 
seen during one of the hot 
new sitcoms. 

For a free kit filled with 
information, examples and ideas on 
how adding Direct Mail to your media 
mix can help build your business, call 
1-800-THE-USPS, ext DM3204. 
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Managing Your Small Business 



Making your firm's name memorable; staying sharp 
at trade shows; developing emotional competencies. 



By Michael Barrier 



MARKETING 



Encouraging Referrals 
By Infrequent Customers 

Suppose you own a busi- 
ness whose customers don't 
return very often. And 
when they want to recom- 
mend your company to oth- 
ers, some of them have 
trouble remembering its 
name. 

That happens with Qual- 
ity Transmission Service, a 
six-employee company in 
Tempe, Ariz. Although 
owner Bob Jones urges his 
customers to have their 
automatic transmission- 
serviced annually, he 
knows most of them won't. 
rt Nobody gets up in the 
morning and says, *Gee, I 
think I'll get my transmis- 
sion worked on, 1 m he says, 
adding that customers gen- "*" u 
erally come to him only when there's a 
crisis. 

A former Air Force fighter pilot, Jones 
has some pictures of airplanes on a wall at 
his business. "Sometimes people will call 
and say, 4 Are you the guy with the air- 
plane pictures on the wall? 1 They've forgot- 
ten my name and the company's name, 
but they have some vague recollection of 
where I am geographically." 

Jones, who has been in business 22 
years, estimates that 90 percent of his 
customers come from referrals by other 
customers, So it's critical that his cus- 
tomers remember both a good experi- 
ence and his company's name. To en- 
courage such word of mouth, he follows 
these practices: 

Honor the *3-U Customer Rule." 

Eileen Brownell, president of Training 
Solutions in Chico, Calif., a Firm that spe- 
cializes in training in areas such as cus- 
tomer satisfaction and conflict resolution, 
sums up the rule this way: a A satisfied 
customer will tell three people your busi- 
ness is wonderful. A dissatisfied customer 
will tell up to 11 your business is terri- 
ble." 

Jones concurs, and he tries to make 
sure that his customers don't have bad 




Customer referrals are ritnl to hiixiue^ at 
Quality Tiv/ixruixxitfu Srrritr hi 7V J w/#; 
Ariz,, sfjjfa turner Hah Jt mm. sn he forks 
hard to mmmige ward of month. 



experiences. He pays his technicians 
salaries rather than having them work 
on commission, so there's no incentive to 
find "problems" that aren't there. 

In the rare instances when a customer 
"comes apart," he says, its important to 



TRADE SHOWS 



How To Keep Your Staff Alert 
When They're Working An Exhibit 

Trade shows are becoming a bigger part of 
the lives of many small businesses, and 
that's presenting a challenge: How do you 
keep your exhibit staffers' energy levels up 
as they try to catch the eye of attendees 
for long hours at a stretch? 

The Chicago-based Incomm Center 
for Trade Show Research fits World 
Wide Web site is at wwivAradeshoim 
search. vt/iN \ recently surveyed 372 ex- 
hibit staffers and found that they rec- 
ommended the following steps to mini- 
mize fatigue: 

■ Take a break of 10 to 15 minutes 



espond calmly and profes- 
sionally, "You just sit there 
and listen and take notes. 
You let them vent, and then 
you say, 'What can we do to 
resolve this for you?' Often, 
the customer s request is 
less than what you would 
guess," 

Follow through after 
the sale. To overcome what 
Jones calls "the reluctance of 
some people to complain," he 
asks customers to bring 
their cars back after two 
weeks so his technicians can 
check for any problems, 
"About three-quarters of 
them do it" he says. 

Keep your name be- 
fore the customer. Jones 
sends a thank-you card to 
every customer, "regardless 
of the size of the job, I try to extend the 
contact." He also mails each customer a 
quarterly, one-page newsletter, printed 
on yellow paper so it will stand out. 
He has a World Wide Web page (at 
trH'w.qtmlihj-ttvnx.uom), he appears on a 
radio show, and he wears his shop uni- 
form nearly everywhere he goes. 

"A lot of people I've known for years 
have never seen me dressed any other 
way," he says. "1 won't say I'm a walking 
billboard, but it's close to that" ■ 



every two to three hours. 

■ Drink plenty of water to avoid de- 
hydration. 

■ Win k in groups— team selling is less 
stressful. 

■ Eat light meals that have an abun- 
dance of carbohydrates. 

■ Get lots of rest the night before, 

The less pooped the staffers are, the 
better the impression they're likely to 
make— and that's critically important to 
the exhibit's success. Incomm, in a survey 
of 248 trade-show attendees, found that 
for 55 percent of them, the thing that trig- 
gered recall of an exhibit six months later 
was the interaction they had with the 
boot h's personnel ■ 
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EMPLOYEE RELATIONS 



Your Emotional Skills 
Can Make Or Break You 

Being intelligent and gaining expertise in 
ones line of work aren't enough to ensure 
success, says author Daniel Goleman. In 
addition* he says, people in business mast 
be judged on "how well we handle our- 
selves and each other" 

In his recently published book, Workbsg 
With Emotional intelligence (Bantam, 
$25.95), Goleman says companies waste 
vast sums each year on worker education 
and training programs that are ineffective 
because they omit vital interpei-sonal skills. 

Goleman, whose latest, book is a follow- 
up to Emotional InteJlhjvuvv, published in 
1995, cites research from more than 500 
companies in comparing the impact of in- 
telligence and technical skills against that 
of what he calls "emotional competencies," 
such as empathizing with employees and 
learning how to get the best out of them. 

He says emotional competencies are 
twice as important as IQ and job-specific 
skills in determining the success of busi- 
ness people. He concludes that emotional 
competencies are most important at the 
highest levels of responsibility in a firm. 

Emotional competencies, according to 
Go J em an, can be learned by any worker at 
any career stage. Among the "best prac* 
tices" he cites as fostering greater emo- 
tional competencies are: 

■ Assessing the individual. Tailoring 
training to each persons needs and skill 
level. 
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Being Ready For A Disaster 
Can Kelp In Ordinary Times 

There's an old saying, a joke with more 
than a grain of truth in it: Three moves 
equal one fire. One firm that takes to heart 
that saying about disruptive events is 
Strohl Systems in King of Prussia. Pa. 
Stmhl Systems provides software and ser- 
vices for disaster- recovery planning. 

If you have planned well for recovery 
from a fire or a flood. Strohl Systems says, 
you have assembled a database about 
your company's operations that can be put 
to work during disruptions of a more be- 
nign kind, such as moves, or during a 
strike, or even if your linn is affected by 
year 2000 computer problems. 

If. lor example, your disaster plan calls 
for assembling teams that combine skills 
needed to get the company back on its feet, 
you can create teams of the same kind to 
handle a move or other interruption. For 
instance, one team might be in charge of 
getting your computers hack up and run- 
ning, another could work with vendors 
during any hiatus, and another could deal 
with customers. 

You can visit Slrohl Systems' World 
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"Emolional competencies" <ueh axemf/alhiztny with entplti i lea ruing Inuring* f tin- 

best, out of them art? highly important for business managers, hcujs author Daniel Goletnath 



■ Delivering assessments with care. 
Being sensitive to an employee's self-image 
when giving feedback on job performance. 

■ Motivating If workers aren't eager to 
learn a job function, training won't be ef- 
fective. 

■ Focusing on clear, manageable goals. 
Spelling out details of what's expected of 
an employee and listing steps to get there. 

■ Arranging support. Workers who are 



Wide Web site at nmixtiythl-sffstnns.vimi. 

If you don't have a disaster plan, you 
probably should consider one. You 
might be able to obtain help or planning 
resources from not only software com- 
panies but also insurance and telecom- 
munications companies. 
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Baldrige Award Applications 

The annual competition for the Malcolm 
Baldrige National Quality Award is under 
way. The award is administered by the 
National Institute of Standards and Tech- 
nology (NlSTj, a federal agency within the 
Commerce Department, and has been 
given annually since 1988 to a handful of 
businesses- often including one or more 
small firms — that have emerged from a 
rigorous examination process. 

You can obtain copies of the applicat ion 
forms and a 52- page explanatory booklet. 
Criteria for Peifornt&nce Excellence, from 
N1ST without charge. "Eligibility deter- 
mination forms'" must be submitted by 
April 15; the completed application is due 
by June 2. 

To request a form and the criteria, call 



expected to change can gain much from 
even a single buddy or coach who is going 
through a similar change. 

■ Reinforcing change, Recognizing suc- 
cessful employees with praise, pay in- 
creases, or greater responsibility. 

—Steve Bates 

The author «f a business writer in Wash- 
ington* D.C. 



For example. The Hartford, a large insur- 
ance company in Hartford, Conn., sells a 
Guide to Emergency Prepeer&iness Plan 1 1 i *<g 
(as a 263-page manual plus floppy disks, in 
Microsoft Word) for $149. For more infor- 
mation, see The Hartford's Web page, at 
trim: tin ha 1 1 fitn Lann/t v /r/ * « vtt •/}* >ssi -nut ml ■ 



(301) 975-2036, fax your request to (301) 
94S-3716, or e-mail it to uqfun tnstjjow 

Remembering World War II 

The 16 million Americans who served 
their country during World War II are IV 
nally going to be honored by a memorial 
on the National Mall in Washington, D.C. 
And small-business people can help make 
the memorial a reality. 

* "ngress authorized the memorial in 
1993; the $100 million cost is to be funded 
almost entirely through private donations. 
Tax-deductible contributions can lie sent to 
World War II Memorial Fund, P.O. Box 
96766, Washington, D C 20090-6766. 

For more information on the memorial, 
vis*! u-fruunr/twenntnal.c'tiH on the World 
Wide Web or call 14004864882. » 




Because of the 
Internet annpanies 
much as sojtivare 
firm Intu it Inc. 
must change their 
whole concept of 
bumm and their 
jvle in it says 
(Xhjbumder Scott 
Cook 




■ ntuit Inc. is among the most sue- 
I cessful software companies of the 
I personal<omputing era, but its ex- 
I ecutives are uneasy about compe- 
tition on the Internet, So much so, in 
fact, that they're betting Intuit's fu- 
ture on a radical reinvention of the 
company under way at Intuitu cam- 
puses in Mountain View, Calif., and 
San Diego. 

Intuit's 3,500 employees worldwide 
are racing against time to complete the 
company's transformation and, accord- 
ing to the headline on Intuits World 
Wide Web site, "revolutionize how peo- 
ple manage their financial lives." 

Intuit already has revolutionized fi- 
nancial management for millions of 
people, starting in 1984 when founders 
Soott Cook and Tom Proulx launched a soft- 
ware program called Quicken. 

Today, three software products — Quicken, 
now in its ninth version; a similar small- 
business accounting program called Quick- 
Books; and a personal and business tax- 
preparation program, TurboTax — dominate 



The booming Internet-based 
economy is forcing businesses 

to adapt and is spawning 
entrepreneurial firms that threaten 
the survival of many 
established companies. 

By Tht MvColhmi 



their respective categories. Each commands 
more than 80 percent of retail sales in its 
segment of the market, according to market- 
research firm PC Data in Reston, Va. 

For its 1998 fiscal year, which ended .July 
31, Intuit's revenues reached $592.7 mil- 
lion, up 13 percent from a year earlier, and 



its net earnings were $46.7 million, 
38 percent more than in the preced- 
ing fiscal yean 

So why are executives at Intuit 
and other companies fighting their 
anxiety by retooling? The answer is 
that lx>th new and established firms 
must adapt to and capitalize on the 
Internet to thrive. Even market 
leaders such as Intuit won't survive 
if they can't compete in an Internet- 
driven economy 

The rapid development of the In- 
ternet, especially the graphical, user- 
fric nelly Web, threatened to make 
Intuit's core products irrelevant. 
After all, why would people buy fi- 
nancial software if they could bank, 
invest, and do their taxes on the 
Web for free? 

"The Internet is such a dramatic change 
thai you have to change your whole concept 
of business and your role in it," says Intuits 
Cook. "In our business, it's a fundamental 
change that's at the i-oot of what we do and 
at tiirrml of what we can do." 
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But the impact of the Internet certainly 
is not limited to firuincial-rnanagement ser- 
vices or even to the software industry. In 
fact, it has dramatically changed the rules 
in practically all business sectors. 

In the apace of just a few years, the Inter- 
net has penetrated virtually every aspect of 
the economy, forcing companies of all sizes 
and types to make sense of new competi- 
tors new business opportunities, and new 
operating problems. Its the fastest-growing 
marketplace in the world economy spawn- 
ing new businesses, transforming existing 
ones, and creating enormous new wealth, 
opportunity and risk. 

About $50 billion in commerce was con- 
ducted on the Internet in 1998. according to 
International Data Corp* (IDC), a technol- 
ogy-research firm in Fraraingham, Mass. 
Internet commerce has become so perva- 
sive — and so significant in volume— that in 
early February the U.S. Department of 
Commerce announced thai it would begin 
reporting annually on the impact of online 
shopping on total retail-sales activity. 

Looking ahead, IDC forecasts that elec- 



tronic commerce will total 
more than $400 billion bv 
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The New Entrepreneurs 

The booming Internet-based 
economy is not only forcing 
established companies to adapt, itV also 
creating a new generation of entrepreneur- 
ial firms to challenge them. Web-savvy 
companies such as New York City-based 
advertising firm DoubleClick Inc., commer- 
cial-printing broker iPnnt.com in Redwood 
City, Calif., grocery and personal-services 
firm Streamline Inc. in Westwood, Mass., 
and countless other firms around the world 
are taking on established companies such 
as Intuit in traditional and new lines of 
business. (See ^Competitors From Cyber- 
space," Page 26.) 

"Across all these new businesses there are 
these new Infomediaries' that are creating 
new value by bringing buyers and sellers to- 
gether," says Evan I. Schwartz, author of 
\\rh(nn)ttiiv> "Broadway Books. Sl.'l. 1 and the 
forthcoming [hgitnl Dnncnttstn They re to- 



tally disrupting almost every 
industry." 

Rather than fight these new 
Web entrepreneurs, Intuit is 
seeking to join them by lever- 
aging the capabilities of the 
Web to help people manage 
their financial affairs. 

Intuit s work force is creating new fi- 
nance-related content and services that will 
electronically match consumers with their 
choices of financial -services providers, rang- 
ing from banks and brokers to insurers and 
lenders. Moreover, Intuit engineers are 
building a technological infrastructure de- 
signed to ensure the - i r ,i and reliability 
of online financial transactions. 

The Internet is the next new thing for 
us," says Bill Harris, who became Intuit's 
president and CEO in August and who has 
been the chief architect of Intuits re-engi- 
neering project. "And t he great thing about 
it is its not just one thing— it's a whole host 
of things that span our entire business." 

The Web entrepreneurs—some call them 
Netrepreneurs — have become the dpHiflgff 



p Wall Street The market values of Inter- 
net-based companies such as Amazonxom 
Inc. in Seattle and Yahoo! Inc. in Santa 
Clara, Calif. , founded in 1995 and 1994 re- 
spectively, already exceed $1 billion after 
1998 sales of $610 million and $203.2 mil- 
lion, respectively The stock prices of many 
Internet companies — 
such as America On- 
line Inc. in Dulles, 
Va.; Excite Inc. in 
Redwood City 3 Calif.; 
and the retooled In- 
tuit—more than dou- 
bled in 1998. 



The turning paint came in 1995, after In- 
tuit and Redmond, Wash.-based Microsoft 
Corp. called off their proposed merger be- 
cause of the U.S. Department of Justice's an- 
titrust concerns. 

That spring, at a meeting of the company's 
board of directors, director John Doerr of Sil- 
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Internet Time" 

Because the Internet 
lets companies serve 
customers anywhere 
at any time, it creates 
a truly global market- 
place for large and 
small businesses. 
Companies can offer 
products and services 
24 hours a day, seven 
days a week. As a 
consequence, the In- 
ternet economy oper- 
ates at a greatly ac- 
celerated pace that 
has been dubbed In- 
ternet time. 

Internet time forces 
Netrepreneurs to move quickly and ag- 
gressively to develop products and ser- 
vices, find capital, and win market share 
among Web consumers. The mantra for 
Web companies is a grow big fast." 

"On the Web, markets form as sponta- 
neously as tornadoes do in the atmos- 
phere," says Geoffrey Moore, chairman of 
The Chasm Group, a San Mateo, Calif., 
technology marketing consulting firm. 
"Once the market starts really spinning, it 
tends to keep the players who were already 
there inside and keep the ones who want to 
get in outside," adds Moore, who also is an 
author and a partner in a Silicon Valley 
venture-capital firm, Mohr, Davidow Ven- 
tures. 

Several years ago, Intuit was in danger 
of being left on the sidelines by the Inter- 
net. Financial and technology-industry an- 
alysts had begun writing off the company 
because its software sales were stagnant 
and it was losing money on outside busi- 
nesses such as Intuit Services Corp, I ISC \ y 
an electronic-payment-processing sub- 
sidiary acquired in 1994. 

Even worse, Intuit had no strategy for 
coping with Internet-based services from fi- 
nancial companies and Internet upstarts. 
Companies facing a similar dilemma of how 
to go up against such competition might 
draw inspiration from Intuit s example. 
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icon Valley venture-capital 
firm Kleiner Perkins gave a 
slide presentation outlining 
the Internet's potential. 

That fall, Intuit responded 
by launching its own Web site 
containing basic financial in- 
formation and by bundling 
Web-browser software and 
free Internet access to Intuit's 
site with its newest version of 
Quicken. But that was as far as Intuit went. 

"The good news is we moved very fast 
there," Cook reflects. The had news is we 
moved fast only in a very limited area. The 
Internet had still not penetrated our think- 
ing elsewhere.* 

Implementing A New Vision 

During the summer of 1995, Intuit employ- 
ees began brainstorming on ways that the 
company could make greater use of the In- 
ternet. Those discussions gave birth to a 
new vision for Intuit: to be the worlds lead- 
ing online financial supermarket. 

Formulating such a vision and strategy 
is a cruciuJ step for any company that is 
facing new competition from the internet, 
says author Schwartz. It's necessary for a 
company to understand how the Internet 
affects its business and how the Net can be 
harnessed to help the firm grow 



For Intuit, reinventing itself has been a 
long, complex, and often soul-searching 

process. 

The central element of Intuit's strategy 
has been Quicken.com Utmafitickeir.r-frittK a 
financial Web site designed to extend Intuit's 
marquee-quality Quicken brand name to the 
Internet and to link 
consumers to a host 
of financial services. 

Quicken.com was 
envisioned as a tool 
for empowering con- 
sumers and finan- 
cial providers to do 
business directly at 
a substantially lower 
cost than they would 
incur using the pro- 
prietary ISC net- 
work that Intuit was 
operating at the 
time. 

In September 
1996, Intuit sold ISC 
to rival payment- 
processing firm 
Checkfree Corp. in 
Atlanta in exchange 
for a minority inter- 
est in that company 
The deal allowed In- 
tuit to focus its re- 
sources on its Inter- 
net strategy. 
At the same time, Intuit 
teamed with Checkfree and 
Microsoft to develop a finan- 
cial-transaction system called 
Open Financial Exchange, 
which enables banks to 
process transactions directly 
through desktop financial soft- 
ware and Web browsers. Intuit 
is using Open Financial Ex- 
change for transactions on 
Quicken.com and licensing the technology 
to its financial -services partners. 

Over the next two years, Intuit developed 
additional Web technology for Quicken.com 
and forged partnerships with banks and 
other financial providers to help it launch 
the service in 1997 ahead of competitors. 

The Quicken, com site initially offered 
stock quotes, financial-planning advice, and 
online banking. Intuit then integrated 
Quicken.com into all of its software prod- 
ucts, allowing desktop users to access the 
Internet site at the click of a mouse to ob- 
tain the latest financial information. 

In the past year, Quicken.com has ma- 
tured into the full-service financial hub 
that Cook and Harris en vi sinned, but it 
also evolves constantly to offer a greater 
array of services to more people. 

Consumers can use Quicken.com to ob- 
tain services from more than 50 banks, 17 
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" Quotesmith provides a list of all insurance 
companies & plans that match specific needs . 
The first to make available this new custom 
-search service . m - Nation 's Business 

" Quotesmith saved us time and money , 
I shopped from mv own office and found the 
best deal available , I was impressed . " 
- Linda Picazio, Ft. Lauderdale* Florida 

" Get quotes on the spot . New source for best 
buys in insurance. One way to get to know 
the market " - Kiplinger's Personal Finance 

" Quotesmith ranked more than 250 policies 
for Forbes . The premiums vary wildly ." - Forbes 



" Quotesmith keeps a database of about 350 
Insurance companies ." - Good Housekeeping 

" Quotesmith offers particularly thorough searches . " 

- Los Angeles Times 

'' Researching insurance companies can be confusing 
and tedious . To simplify the task, call Quotesmith ." 
- Smart Money 

" Quotesmith will scan the insurers and provide a list 
of different policies suited to your needs ." - Money 

" Enter the virtual agent. This solution has value for 
those who value immediacy and privacy ." 
- LKS. News & World Report 
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Avoid buying mistakes and bad advice. Use the Quotesmith high speed insurance price 
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quotes mailed to you for free? Call us toll-free at 1-800-431-1 147, 24 hrs. 
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mortgage lenders, and 15 insurance carri- 
ers. The Web-based version of TurboTax is 
virtually identical in capabilities to lntuit's 
desktop version. Visitors can even use the 
site to handle their investments. 

Intuit also added services for small busi- 
nesses, including a payroll service that 
works with QuickBooks and a CashFinder 
service that helps entrepreneurs locate cap- 
ital and loans. 

Quicken.com now gets more than 1 mil- 
lion visits per month. To attract more at- 
tention on the Web, Intuit has struck deals 
to run the financial sections of America On- 
line, Excite, and Yahoo! 

All this wheeling, dealing, and maneu- 
vering has Intuit acting more like an Inter- 



net start-up than like a software company. 
In fact, becoming an Internet company has 
changed the way Intuit does everything. 

Harris says the company has gone from 
being a self-sufficient software developer to 
a company that must work with partners 
to get things done. "In the past," he says, 
^all we had to do was focus on the end-user 
customer, which is perfect in a stand-alone 
world. But in a connected world, every- 
body's connected to someone else," 

Intuitu chances of succeeding with 
Quicken.com are far from certain, lb ward 
off a growing number of competitors, 
Quickenxom must be as dominant on the 
Web as Quicken was in the realm of desk- 
top software. 



Intuit can*t afford to stand still; like other 
Web companies, it must constantly rein- 
vent itself in an increasingly dynamic busi- 
ness world. 

The Customer Is still King 

Launching Quicken.com is one thing; actu- 
ally being the company that revolutionizes 
people's finances is another As with all 
companies. Intuits fate will be decided by 
customers, and they have a growing num- 
ber of choices. 

First, many financial institutions— in- 
cluding several of Intuits partners— offer 
online-banking services of their own, and 
more are expected to do so, 

The banks certainly don't need IntuiC 



Hie Volatility Of Internet Business 



NetGrocer Inc. was one of the most 
talked-about companies on the World 
Wide Web in 1998. The New Brunswick, 
N J.*based start-up had 
emerged as the apparent 
leader in the fledgling 
business of selling gro- 
ceries over the Internet. 

Early that year, Net- 
Grocer forged partner- 
ships with online-service 
leader America Online, 

based in Dulles, 
\j4 W V\f Va. , an d Excite 
Inc., a Web 
information 
and naviga- 
tion center 
based in 
Redwood 
City Calif 
Under the 
arrangements, 

NetGro 
w cer be- 
came the 
"featured" 
online grocer of these 
services. This business arrangement pro- 
vided the company with direct links to its 
site from the popular America Online and 
Excite home pages, 

NetGrocer then made a deal with Mem- 
phis, Tfenn. -based Federal Express for 
overnight delivery of orders placed at the 
NetGrocer Web site. In August, company 
founder and CEO Daniel Nissan an- 
nounced plans to go public. 

Then the bottom fell out: Potential in- 
vestors discovered that NetGrocer was 
bleeding financially The firm had few cus- 
tomers, and its marketing, warehousing, 
and shipping costs far exceeded revenues. 




By October, NetGrocer had canceled its 
public offering and laid off many of its 60 
employees, and its investment backers 
even sent Nissan packing. Investor Fred- 
erick Horowitz, former president of US 
Detergents, took over as interim CEO, 
and the company is attempting to make a 
comeback. 

A Cosily Chasm 

As NetGrocer demonstrates, the Web is 
an extremely volatile arena in which to 
conduct business. For every Web entrepre- 
neur that makes it, there are dozens of 
companies that don't 

Web companies often appeal to con- 
sumers who will try new services, says 
Geoffrey Moore, chairman of The Chasm 
Group, a technology marketing consul- 
tancy in San Mateo, Calif Flush with 
early success, Web firms tend to invest 
most of their capital in marketing their 
services with the aim of rapidly increasing 
their- sales and market share, he says. 

But Moore says Web firms often get 
caught in a "chasm" when mainstream 
consumers are slow to use the firm's ser- 
vices. Web start-ups must race to launch 
their services, capture market share, and 
generate meaningful revenue before 
their start-up capital runs out. But 
often they run out of money and close 
before attracting a critical mass. 

Technology author Evan L 
Schwartz says NetGrocer has mis- | 
understood what consumers want. 

Unlike com peti tors 
such as Pea pod 
and Stream- 
line, NetGro- 
cer sells 
only non- 
perish- 




able groceries such as canned and boxed 
products, which the company purchases 
wholesale and ships to customers from a 
central warehouse. 

But consumers still have to go to the 
store to buy meat, milk, fresh fruit, and 
vegetables. That doesn't fly with con- 
sumers, says Schwartz. 

"if you re going to deliver groceries to 
people, it has to be a complete solution. 
NetGrocer didn't solve a problem, 75 
Schwartz says. 

Visions 01 Big Gains 

So why do investors and venture capitalists 
flock to Web start-ups with what may seem 
like reckless abandon — at least by tradi- 
tional measures of company valuation? 

They've seen stock-market capitaliza- 
tion shoot past the $1 billion mark for Tn- 
temet s tail -tips such asvXmazon.com Inc., 
a Seattle-based bookseller, and Yahoo! 
Inc., a Web directory and information 
provider in Santa Clara, Calif 

And they've seen recent initial public of- 
ferings pay off for companies such as on- 
line auction house eBay Inc. of San Jose, 

cm 

They're betting that their gains from 
Web winners will more than 
make up for the in i r 

"It only takes one eBay to 
make this worthwhile" for 
venture capitalists and in- 
vestors, Moore says. 

That s why venture cap- 
italists continue searching 
for the next possible Web 
success and why Web entre- 
preneurs who have tailed at 
one venture often pick 
themselves up and start 
again. 
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Tips For Competing With Web-Based Firms 




Printer's Inc. 
bookstore was a 
local institution 
in Palo Alto, 
Calif. But at the 
end of 1998, 
owners Gary 
Masteller and 
Susan MacDon- 
ald astounded 
loyaJ patrons by 
announcing that 
the store would 
close in March 
after more than 
20 years in op- 
eration. 

With considerable effort, the company 
had remained competitive with the area 
outlets of book-selling superstores Barnes 
& Noble Inc., based in New York City, and 
Borders Inc. of Ann Arbor, Mich., even 
though Printer's Inc. s location was less 
than ideal and its rent was rising fast. 

But the emergence on the World Wide 
Web of Seattle-based Amazon.com Inc., 
with its vast stock and discount prices, 
finally convinced Masteller and Mac- 
Donald that they were fighting a losing 
battle. 

A smaller Printer's Inc. store they own 
in nearby Mountain View will remain 
open, however. It has a better location 
than the Palo Alto store and is less ex- 
pensive to operate* 

The Web retailers, along with escalat- 
ing Silicon Valley rents and lackluster 
night traffic, eventually became too much 
for the Palo Alto store, Masteller says. 
These are problems that online retailers 
dorrt encounter. 

Masteller says the Internet threatens 
the existence of all independent book- 
stores. "The Internet is here to stay But if 
too much business is going to Internet 
sites and not enough is going to physical 
bookstores, then bookstores can t survived 

Technology author Kvan L Schwartz con- 
curs. "A lot of small businesses are getting 
killed," he says. He reasons that small 
businesses — regardless of whether they 
have an online presence — are now subject 
to the same hypertxrnipetitive market con- 
ditions as Web-lwsed companies. Its an 
overall market in which customers have 
great power to shop for the best deals and 
most-convenient services, he says. 

This shift in power to consumers has 
already reshaped companies as diverse 
as brokerages, car dealerships, and 



travel agencies, says Schwartz, It 
has put the pressure on small neigh- 
borhood companies to add value to 
their products and services that cus- 
tomers carVt find online, 

'You're not going to be able to beat 
these peopie on price or on selection,* 
Schwartz says, but you can compete 
"by doing what you do best, which is 
1^ local, personal service," 

Businesses such as dry cleaners, 
convenience stores, restaurants, and 
video-rental shops stand a better 
chance against Internet competition 
because their products and services 
are best delivered locally, says Geof- 
frey Moore of The Chasm Group, a 
San Mateo, Calif , technology marketing 
consultancy. Yet even these companies 
could be beaten by a Web-sawy local 
competitor. 

If you're a small-company owner, how 
can you compete? Start by studying your 
competition on the Web. Then figure out 
how you can improve service and add 
value for customers. Specifically, Moore 
and Schwartz suggest that you: 

Add value. The Web enables people 
to become informed consumers, provid- 
ing them with a wealth of 
information about 

products and ser- 
vices. So small 
companies 
must go be- 
yond provid- 
ing basic in- 
formation and 
services, 
You must 
give consumers 
something that Web 
services can't: firsthand expertise on 
your product or service; a great shopping 
experience: ongoing service and support: 
convenience; and a need to continue a re- 
lationship with your company 

Play to your strengths* Companies 
may panic when threatened by a Well 

competitor. They may 

» * they should com- 
pete by emulating 
what the Web 
company is doing. 

But that plays 
into the Web com- 
pany's hands. Don't 




copy your Web competitor Compete on 
your terms. Develop a Web strategy that 
fits your business. Take what makes your 
business strong and unique and extend it 
to the Web. 




Strengthen your connection with 
customers. The Web is supposed to en- 
able companies to do one-to-one market- 
ing with cus- 
tomers. But 
small compa- 
nies have been 

able to do that 

^ m all along. Get 

to know what 

your customers want, and offer them per- 
sonalized service. 

Specialize. Web competitors are going 
after the broadest audience possi- 
ble. You can beat them by cater- 
ing to a specialty niche or a 
particular interest group. 
If you re a travel 
agent, for example, 
try specializing in 
packages for groups, 
such as senior citizens 
or singles, or offer trips 
to exotic locales, or cater to travelers 
seeking adventure. 

Use the Internet Even if your cus- 
tomers are local, you should have a Web 
site that tells people 
(11JI about vour com- 
\N W lV panyand 

customers 
order products 
or schedule 
services. 

Send cus- 
tomers e-mail 
telling them 
what's new at 
your store. The In- 
ternet can help a local 
company offer things that an online com- 
petitor can't; a human touch. 

Fol I o wi ng t ht *se t i ps w on t gu am ntee a 
small firm that it can compete success- 
fully against a Web competitor, though, 
Printer's Inc. had a solid local following 
and a reputation for service and expertise, 
but its owners found that its tough to 
compete with Web retailers who can en- 
tice customers with lower prices, tetter se- 
lection, and 24-hour availability. 
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ys Michael Gazala, senior analyst for 
money and technology at Forrester Re- 
search, a technology-research firm in Cam- 
bridge, Mass. ''What s important is what a 
consumer wants, And consumers want to 
be able to keep track of all their financial 
information in one place. Whether that's 
provided by a soft- 
ware company or by 
a Web portal or by a 
bank hasn't been de- 
termined yet" 

Gazala says many 
companies are vying 
to be the Web's finan- 
cial hub. Intuit 
is competing with 
emerging personal-fi- 
nance services such 
as Microsoft's MSN 
Money Central and 
Pace Financial Net- 
work LLC in Vienna, 
Va., which provide fi- 
nancial information 
and services that are 
similar to those of 
Quicken.com. 

Intuit also must 
compete against pop- 
ular Web brokerages 
such as Datek Online 
Holdings Curp. in Lsehn, N.J.. and E Trade 
Group Inc. in Palo Alto, Calif These ser- 
vices have put traditional brokerage firms 
on the defensive by giving Web users con- 
trol over their investments at a low cost, 

A New Advertising Medium 

The new Web companies that threaten to 
end Intuits dominance are also challenging 
companies in other industries. Of the in- 
dustries being transformed because of the 
Internet, none is experiencing greater 
change than advertising. And the company 
that's leading the way in that Held is Dou- 
bleClick (imnadaubkclick.com). Its handi- 
work is throu^iout the Web: the so-called 
banner ads at the top or bottom of Web 
pages. 

The Web has created countless new "pub- 
lishers," each with ad space to sell Kevin 
O'Connor, Doubleclicks founder and CEO, 
saw the potential for this new advertising 
medium in 1996. 

A veteran of several technology compa- 
nies. O'Connor realized that the Web would 
allow advertisers to reach a highly seg- 
mented audience. *The Web is a very effi- 
cient and measurable advertising buy," 
O'Connor says. u It s got the targeting and 
measurability of direct marketing and the 
reach of broadcast." 

Advertisers buy into DoubleClicks world- 
wide network of sites, and DoubleClick 
places their messages in the locations where 



they are most likely to be seen by the target 
audience. For example, a sporting-goods 
company might have its ads placed on sites 
frequented by sports fans, and a garden- 
supply firm's ads would appear at home- 
and-garden sites, 
bitermediaries such as DoubleClick iielp 




people get a reach without 
having to go to many net- 
works^ says Tom FornofT, vice 
president of IntelliQuest, a 
technology -research firm in 
Austin, Texas. u So they work 
very effectively both for the 
buyer and for the ad seller." 

Using software files called 
"cookies," which many Web sites store on 
users 1 PCs when those sites have been vis- 
ited, DoubleClick is able to track what 
users do on the Web and subsequently tar- 
get ads to their interests. 

The company can provide advertisers 
with constant feedback on how many times 
their ads were seen by Web visitors and 
how many times the ads were clicked on for 
further information. 

DoubleClick can even tell advertisers 
about other ads that users may have seen 
and Web sites they visited. By generating 
so much data, the firm can charge an ad- 
vertiser a fee based on an ad T s actual per- 
formance rather than charge a fixed price 
based on circulation or audience r atings. 

Moreover, companies get an immediate re- 
sponse to their ads when people click 
through to their Web sites. 'The Web is the 
only medium where the consumer can inter- 
act" with advertisers, says lloug McPhnr- 
land, vice president of New York City-based 
Media Metrix, which measures the popular- 
ity of Web sites. Here's a medium where, if 



the advertiser wants, he can choose to have 

direct communication with customers" 

McPharland says DoubleClick's ad-net- 
work approach is helping to establish the 
model for online advertising and proving 
that it works. But it took some time to con- 
vince advertisers and advertising firms. 

It didn t help that 
O'Connor, with his 
technology back- 
ground, didn't know 
much about the ad- 
vertising business. 
So he moved the 
company from At- 
lanta, where it was 
founded, to New 
York City to be closer 
to Manhattan's large 
advertising and 
media communities. 
Then he recruited 
people with media 
backgrounds who 
were interested in 
the Web. 

At first, the adver- 
tising agencies and 
their clients scoffed. 
But DoubleClick 
built its network and 
kept preaching the 
Web's potential. Indeed, Dou- 
bleClick was on to something. 
The Internet Advertising Bu- 
reau in New York City esti- 
mates Web-advertising rev- 
enues totaled $2 billion in 
1998. Forrester Research fore- 
casts that online-ad sales will 
reach $15 billion in 2003. 
"At first it was an evangelical sale,* 
O'Connor says. "Today there's no way to ig- 
nore the influence the Web has had. Now 
people are asking how they can harness it 
and turn it into a revenue source." 

Virtual Printing Services 

Royal Farros, founder of iPrint.com, is 
shaking up the $278 billion commercial- 
printing industry by changing the way peo- 
ple buy printing services. 

In the process, iPrint.com is re-engineer- 
ing a business model that goes back to Jo- 
hann Gutenberg, the German printer cred- 
ited with inventing the printing press with 
movable type in 1436. 

There's not a printing press within miles 
of iPrintconiH Redwood City offices, so Kar- 
ros and his 60 employees don't have the ink- 
stained hands of professional printers. Yet 
iPrinUum is liecoming ;i major player m ih,. 
printing industry with orders up 1,400 per- 
cent in 1998 over 1997, thanks in part to 
contracts with OfficeMax Inc. in Cleveland 
and Sir Speedy Inc in Mission Viejo, Calif, 
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provide Web and in-store ordering of 
printing jobs for their customers. 

At iPrintcom's Web site, wumtrprintmm, 
users can design and order customized 
business cards, stationery, and greeting 
cards as well as printed gift items and 
other printing jobs. The turnaround time 
typically is a matter of days. 

In 1996, Farros learned that up to 20 
percent of orders 
sent to commercial 
printers had to be re- 
done because of typo- 
graphical and other 
errors that arose dur- 
ing the process of 
converting orders 
submitted on paper 
into typeset form. 

The traditional 
process had been 
going on for so long 
that people didn't re- 
alize how corroded it 
was," Farros says. He 
believed he could do 
better by giving cus- 
tomers control over 
the printing process. 

At the time, Farros 
was running a soft- 
ware company called 
T/Maker Co. It pro- 
duced desktop-pub- 
lishing software that 
helped novice computer users 
design their own business 
cards and stationery. He and 
his software developers took 
that capability to the Web, 
enabling users to create 
printed materials online using 
browser software. 

To users, iprintxom looks 
more like desktop software 
than a Web site. They click on 
irons, use an on-screen tool- 
box, and pull-down menus to 
design materials. They can choose from a 
vast library of design templates and cus- 
Unm/r them with their choice of clip art 

Once users have made and approved a 
design, they submit it along with ordering 
information and a credit-card number. 
Then iPrintcom sends it out electronically 
to a traditional printer. 

Because of the reach of the Internet. 
Farms says, i Print. com went "from zero to 
infinite distribution. We couldn't set up 
that many brick-and-mortar types of shops 
across the country. But with the Web, we 
have access to our customers, and, more 
importantly, our customers have access to 
us anywhere they are." 

Farms' efforts seem to lie gaining mo- 
mentum. He recently signed on major 
printers and specialty-item producers such 



as Business Cards 'Tomorrow Inc., Ennis 
Business Forms Inc., 3M Corp., Winner 
Co., and Wolf Camera & Video to print and 
deliver orders to customers. 

Commercial printers are growing wary of 
iPrint.com, hut Farms insists that he's not 
trying to drive them out of business. 
Rather, he says, he wants them to join him. 
lb that end, iPrint.com has built a techno!- 
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ogy platform that will enable 
printers of all sizes to process 
orders using the Web, 

iPrint.conVs chief competi- 
tors on the Web are expected 
to be large printing chains 
such as AlphaGraphics Inc. in 
Tucson, Ariz., and Kinko's Inc. 
in Ventura, Calif, which have 
been automating their stores 
in recent years and have 
begun offering publishing ser- 
vices over the Web. 
Stul, the advantage may go to iPrintcom 
because the Web tends to favor innovative 
outsiders over established companies, says 
Geoffrey Moore, whose books Crossing the 
Chasm (HarperBusiness, $16) and Inside 
the Tornadc) (HarperBusiness, $26) are con* 
sidered essential texts for high-tech entre- 
preneurs. 

"The Web-based company gets the Web," 
Moore says. They understand the people 
who are on the Web and what makes a good 
Web experience. And they don't cany the old 
legacy baggage of the established company/* 

Food For Marketing Thought 

The grocery business is one of t he most en- 
trenched legacy" industries. It also figures 
to be one of the moat difficult for Web-based 
companies to enter Groceries aren't " infor- 



mation* 1 that can be downloaded over the 
Internet, And companies cant ship people a 
week's worth of ice cream, milk, meat, and 
fresh vegetables the way Amazon, com 
ships books. 

Not that companies haven't tried Online 
ordering of groceries for delivery was one of 
the first offerings of the Prodigy online ser- 
vice in the early 1990s, but customers 
weren't interested, 
and the services were 
shelved. 

Now online grocery 
services are back. 
Companies such as 
NetGrocer Inc., Pea- 
pod Inc., and Stream- 
line are catering to 
busy Internet shop- 
pers who don't have 
time to go to the su- 
permarket. A study 
conducted last year by 
New York City-based 
management consult- 
ing firm Andersen 
Consulting forecasts 
that U.S. consumers 
will buy $8.5 billion 
worth of products an- 
Dually from online 
grocers bv 2007. 

Each of the Web 
grocers does things 
differently. NetGrocer 
in New Brunswick, N.J., lets customers 
order nonperishahle items such as canned 
goods, cereal, and bread on its Web site and 
ships the items from a central warehouse 
to the purchaser's doorstep by Federal Ex- 
press 'See "The Volatility Of Internet Busi- 
ness," Page 22). Peapod, based in Skokie, 
111., fills online orders by sending local em- 
ployees to supermarkets to purchase prod- 
ucts and deliver them to customers* homes. 

Streamline, which operates in the Boston 
area, may have the most unusual approach 
of the three. Think of Streamline as a cross 
between a personal shopper and the old- 
fashioned supermarket box boy. 

When a customer signs up with 
Streamline, a representative of the com- 
pany goes to the person's home and uses a 
bar-code scanner to inventory the cup- 
boards and the refrigerator. The company 
uses the collected data to create a per- 
sonal shopping list that the customer can 
view and revise on Streamline's Web site, 
at tctcu\stmitnHnc.vttM 

During the week, the customer can add 
items to the list. Once a week. Streamline 
fills the order from its distribution center 
and deposits the groceries in a delivery' con- 
tainer in the customer's garage; the con- 
tainer has separate compartments for dry 
goods, refrigerated items, and frozen foods. 
The new consumers want to separate the 
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things they need to do from the things they 
want to do* says Streamline's CEO, Tim 
DeMello, who founded the company in 1995. 
*I wanted to create a company that would gp 
into a local market, put in resources, and 
give consumers a once-a-week solution to 
the problems they were having.* 

Streamline serves 2,000 households in 34 
suhurban Boston communities. Each house- 
hold pays $30 a month for the convenience 
of using the Web to order groceries and pre- 
pared meals and for services such as video 
rentals, film processing, and dry cleaning. 

Streamline's prices are comparable with 



those of supermarkets. But price isn't what 
draws people to Streamline, says DeMello. 

The big attraction is service. 

From the beginning, DeMello wanted to 
use the Web and technology to provide the 
best service possible for his customers. Yet, 
unlike many other Web retailers, Stream- 
line gets to know its customers personally. 

It monitors customers' buying habits to 
learn how frequently households purchase 
various items so that Streainline can alert 
them when they might be running low or 
can offer them special prices. 

*The Internet allows us to take the vi- 



Competitors From Cyberspace 

Some of your competitors no doubt have sites on the World Wide Web and are going after your 
customers. Inevitably, they'll lead you to change the way you do business, No company is immune 
from the competition. In every industry or market, there is at least one Web-based business aiming to 
dominate. Following are some of the most formidable competitors in various market segments: 
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Advertising 
Auctions 
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eBay 
OnSate 

AutoByTel.com 


www.doubleclick.com 
www.ebay.com 
www.onsale.com 
wwwaitobytel.com 


Banking 
Books 

Broadcasting 


Security First National Bank 

Amazon.com 

Broadcast.com 


www.sfnb.oom 
www.amazon .com 
www.broadcastcom 
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Employment 
Rowers 


lnsight.com 
Headhuntetnet 
Monstercom 
1-800-Flowers 


wwwinsight.com 
www.headhunternet 
www.monstercom 
www.totJOfiowers.com 


Furniture 
Gardening 
Greeting Cards 


FumiturePofnt 
Garden Escape 
Blue Mountain Arts 
e.greetings 


www.iu rn nu re. com 
www.garden.com 
www.bluemountain.com 
www.egreeting$.com 


Groceries 

Human Resources, Benefits 
Insurance 


Peapod 
Streamline 
Employease 
InsureMarket 


www.peapod.com 
www.streamline.com 
www.employease.com 
wwwJnsuremarketcom 


Mortgage Broker 
Music 

Personal Finance 


QuickenMortgage 
CONow 

Music Boulevard 
Pace Financial Network 
Quicken.com 


www.quickenmortgarje.com 

www.cdnow.com 

www.musicblvd.com 

www.pacefinnet.com 

www.quicken.com 


Pharmacy 

Printing 
Publishing 


Drugstorecom 
PtanetRx 
iPrintcom 
CNet 


www.drugstore.com 
www.planetra.com 
www.iprint.com 
www.cnet.com 


Real-Estate Ustings 
Stock Brokerage 

Toys 


MSN HomeAdvisor 
Datek 
E "Trade 
eToys 

Holt Educational Outlet 


homeadvisor.msn.com 

www.datek.com 

www.etrade.com 

www.etoys.com 

www.hottoutteLcom 


Travel Reservations 
Videos 

Wedding Registry 


Traveloctty 
The Trip.com 
Reel.com 
The Knot 


www.travelocity.com 
www.thetrip.com 
wwwreel.com 
wwwtheknotcom 


Wine Merchants 


Virtual Vineyards 


www.virtualvineyafd.com 



sual and informational aspects of prod- 
ucts and move them into the home en- 
vironment " says DeMello. "I can show 
them products and give them new ideas 
that pertain most to them.* 

For its efforts, Streamline has managed 
to retain a remarkable 98 percent of its 
customers since its launch. And by serving 
prosperous suburban families exclusively. 
Streamline is able to generate average per- 
household wiles of $6,000 a year- 
Such numbers indicate Streamlines suc- 
cess in the Boston area. But by staying local, 
Streamline seems to be defying the "grow 
big fast" mentality of the Web. "It s taken 
some time i<< develop our service model and 
make sure we got it right." DeMello says. 
"But now that we've developed the model, 
we're ready to roll it out nationally. 1 ' 

That expansion will be made possible 
through $40 million in investments over 
the past year from GE Capital Services, 
Intel Corp., Paine Webber, Reliance Insur- 
ance Co., SAP America, and Nordstrom Inc., 
which recently bought a minority interest. 
Streamline will open its second customer- 
service center, in Gaithersburg, Md., this 
year to serve suburban Washington, and it 
has plans to open other markets later. 

Streamline has become a model for com- 
peting online grocers as well as tit Iter Ne- 
trepreneurs. "Streamline has figured out 
how to do things better," says author 
Schwartz. It delivers "an entire solution. 
And all the Web companies that are success- 
ful are solving problems for customers," 

Schwartz says Streamline and other suc- 
cessful Netrepreneurs have managed to es- 
tablish their brands on the Web. But In- 
telliQuest's FomofTsays other companies 
with already recognized brands still have 
time to establish those brands on the Web 
and compete with the Netrepreneurs, as 
Intuit has done. 

■The market is so new that in mosl rale- 
gories, brands haven't been established on 
the Web," Fornoff says. "Many people in the 
marketplace know the importance of being 
the first mover But if you move too early, 
other people can catch up who do a better 
job of marketing and promoting." 

To compete in the Internet economy, es- 
tablished small firms and start-ups 
alike must rethink their businesses 
and establish long-term strategies for 
capitalizing on the Internet. 

They must adapt to the new dynamic 
business conditions created by the Internet 
and accept constant change as a reality of 
the new economy. They must reinvent 
themselves routinely 
< -ompanies that stand still could tail. «j 
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What makes Teligent different 
from other phone companies? 

For starters, 

you 

won't 

hate 



The big phone compares have H 

they donl give smaller compamrM ^^BP 
give them the preferential treatrneM ^MWHeTgenTFrom our 

12 -inch antenna on the roof of yoH ^IWrra^echnology gives you many of the 

advantages of a fiber-optic connecM ^li^r^Dcaland long distance phone service. Internet access up 
to 100 times faster than a dial-up connection Even enough bandwidth to handle full -motion videoconferencing 
Plus, our online billing syslem, e»magme," offers you an unparalleled ability to view and analyze your bill. Right 
on the Web All this is yours from one company, for one predctable Hat monthly charge And u s all up to 30% oft 
Contact us. We think it will be love at first sighl For more tnformatton, visit www.teftgent.com. 
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HOT FUNDS! 

SIZZLING FUNDS 

HIGH-OCTANE funds! 



SUPER FUNDS 
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For crying out loud, everyone calm down before you hurt yourselves. 

Chasing hot hinds is a dubious investment strategy at best. 
Its frantic, and it can unnecessarily expose you to market 
volatility. Which is why we recommend a method of investing 
that is rooted in research and discipline. A value philosophy 
rhar rocuses on the long term, with the idea of achieving goals. 
Because all this yelling and shouting about the so-called 
"hot funds" well, it doesn't make any sense to us. To learn 
more about l ord Abbctt, call your investment professional or 
Lord Abbett Distributor LLC at 800-800-3635 to obtain a 
prospectus of the fund you are interested in. 



Lord Abbctt mutual fund shares arc distributed by: 
LORD ABBETT DISTRIBUTOR tie 



The CM 



W Fifth Avenue * Nev Yutt NY 10153-02*)} 




Lord, Abbett & Co. 

Investment Management 

1 Tradition of Performance Through Disciplined Investing 



A prospectus contains more complete information about a fund, including 
charges and expenses, and should be read carefully before investing. 
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Subrahmartyam, Ph.D. 

NYU Charles L Merrill 
Professor of Finance is a 
world authority on capital 
market theory, corporate 
finance, and international 
finance. Asa professor, 
he finds the Executive 
Programs especially 
appealing. "You can pitch 
ideas to these students 
at a higher level. It's tike 
hardball, not softball. 
Because they have many 
years of experience, 
there's a lot they can teach 
me and other students 
as welt." 







If you attend an MBA program one 
day a week, you must learn as 
much as other MB As - and 
our students do. At Stern's 
Executive MBA Programs, the 
classroom - with all its 
high-tech bells and whistles - is 
a 21st-century arena for discussion. 
Certainly this is true of Professor 
Subrahmanyam's classes in futures and 
options and corporate finance. His 
students call him a "wizard" who brings 
the real world into the classroom. 

In the words of one recent graduate, the 
Subrahmanyams of the Stern School 
faculty "take ideas that are difficult and 
abstract and make them understandable 
and alive/' 

The Stern Executive MBA Program is 
a one-day-a-week, two-year commitment. 
If you want to lead your company 
in the new global marketplace, 

call 212.998.0777 

fax 212.995.4222 

execmba@stern.nyu.edu 

www.stern.nyu.edu/execmba/ 
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RED NOW MEANS AFFORDABLE HIGH-SPEED DATA TRANSFER 

Red means digital connectivity 17 times laster than 56K, 8 times faster than 
ISDN aver standard phone lines. Find out what Red means for your business 

AC www.rGdconncct.net or I 886-RED 2000 
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NOT THE SINCERITY 




Our warm, friendly service cannot be fabricated. Rather, it comes from a good- 
natured spirit unique to the people of New Zealand. So take any one of our 
daily flights to Sydney or Auckland. We know you'll have a wonderful trip. 
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www.airnz.com 



L 


DAILY TO 


SYDNEY 


AUCKLAND J 





Nation s Business April UM) 



1>7 



Small Business Financial Adviser 



Deeding with a client's insolvency; deciding whether to manage your stocks; 
exploring private mutual funds; eval noting index funds' imformanee. 



Coping When A Customer Goes Bankrupt 



B y J, To! RwomeJr. 

A itting at his desk last June, Kit Kiefer 
Vwas overcome first with a sick feel* 
%J ing— and then with anger. His com- 
pany, Professional Hobby Consultants Inc. 
in New London, Wis., had just received 
notice that its largest 
client had filed for Chap- 
ter 11 bankruptcy. 

As a consultant provid- 
ing services in the volatile 
sports-card industry, it 
was not the first time 
that Kiefer had seen a 
major customer file for 
bankruptcy. But he had 
never before been so re- 
liant on a single company. 
Pinnacle Brands ac- 
counted for 80 percent of 
Kiefer's business. 

"When 1 found out Pin- 
nacle had filed for bank- 
ruptcy, we were owed a 
lot of money from them, 
and I wondered if we 
would be paid," says 
Kiefer. Even so, he contin- 
ued to provide services to 
Pinnacle and eventually 
collected nearly all the 
money he was owed. 

In fact, Kiefer's com- 
pany has generally es- 
caped the effects of bank- 
ruptcy filings by multiple customers and 
suppliers during the 1990s. He attributes 
this to one key factor. 

In every case, we have had a good rap- 
port with either the bankruptcy trustee or 
the person left in charge of the company," 
Kiefer explains. "I am convinced from the 
experience that we have had that main- 
taining these good personal relationships 
with honest people goes a long way in col- 
lecting what you are owed when a cus- 
tomer files for bankruptcy. 1 * 

/ Toi. Broom Jtu a credit-ride manager for 
a (hmtshtun \.(\. IxihL trritrx oit fwtut- 
rial matters. 



Following are tips from experts on pro- 
tecting your interests if a customer files 
for bankruptcy: 

Getting the ball rolling. Under the 
Federal Bankruptcy Act, individuals and 
organizations can file for bankruptcy 
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If you're notified that a cust omer has 
filed for bankruptcy, respond immediately 
with a "reclaim demand" — a document filed 
to recover all or part of what you are owed. 
It must be filed with the bankruptcy court 
"no later than 20 days after the g^ods have 
been delivered," says Joe Bodoff, an attor- 
ney with Shechtman, Levy 
and Halpern in Boston and 
a director of the American 
Bankruptcy Institute, a 
Washington, D.C. -based 
l rade association lor hank- 
ruptcy attorneys and pro- 
fessionals 



Validating your claim. 

Creditors file a *a proof of 
claim" to validate debts 
they are owed in a bank- 
ruptcy proceeding. There's 
no need to file the docu- 
ment, however, if your cus- 
tomer files for bankruptcy 
under Chapter 11 and the 
notice you receive is accu- 
rate concerning the 
amount your firm is owed 
and any collateral the cus- 
tomer might have put up. 

In a Chapter 7 bank- 
ruptcy, Bodoff advises cred- 
itors to file a proof of claim 
only if they expect to be 
paid back. 



through one of various chapters. The chap- 
ters most frequently used are 7, II, and 13 

A Chapter 7 bankruptcy generally leads 
to full liquidation of a company's assets. 

Under Chapter 11, the most common 
form of bankruptcy, the debtor company 
files a reorganization plan that generally 
allows it to remain in control of it,s business 
and assets while it tries to get back on its 
feet. Chapter 11 also frees the debtor from 
the threat of lawsuits by creditors — pro- 
vided that a majority of the creditors agree 
lo the reorganization plan, 

Chapter 13 is used by individuals and 
sole proprietorships. The dehtor agrees to 
pay back as many creditors aa possible. 



Some contact is OK. Don't call the cus- 
tomer for payment after you receive notice 
of the filing. You can be held in contempt of 
court or even jailed if you pursue a debtor 
after bankruptcy has Ik-en filed 13ut some 
contact is permissible. Says Bodoff; "You 
can call the debtor for information about 
the bankruptcy case, financial performance, 
and even prospects lor payment ,'" 

Feeling unsecured. If you did not se- 
cure collateral from your customer, as is 
the case with most business creditors, a 
bankruptcy filing under Chapter 11 or 
Chapter 13 gives you a better chance of 
collecting at least a fraction of what you 
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are owed. If your customer files under 
Chapter 7 t you likely will receive nothing 
if you are an unsecured creditor. 

Quick liquidation. A secured creditor 
might be better off if the customer files 
under Chapter 7. Sometimes it is best for 
the creditor if the debtor liquidates 
quickly— the creditor might have to take 
some lumps, but the value of the collateral 
will not have a chance to deteriorate. 

Paying attention to notices. You may 

want to attend creditor meetings and 
court hearings to stay informed about 
your prospects for repayment. You should 
also watch your mail for notices of dis- 
charge or dismissal. 

A notice of discharge in a Chapter 7 
bankruptcy case means that the bquidatzon 
is complete; in a Chapter 11 case, it means 
that the debtor has met all the terms of the 
reorganization plan* If a case Is discharged, 
you will receive no more payments. 

A notice of dismissal means that a Chap- 
ter 11 reorganization plan has not been fol- 
lowed or that the debtor has committed 
fraud. If a case is dismissed, you can go 
after the debtor for the full amount owed 

Joining a creditors committee. In 

most Chapter 11 cases, a creditors com- ! 



If one of your major clients 
files for bankruptcy, don't 
panic. There are actions you 
can take to improve your 
chances of collecting. 



mittee is formed. BodofF advises his clients 
that if a lot of money is at stake, they 
should try to gain a spot on the commit- 
tee. 

Alice Magos, an analyst with CCH Inc., 
a business-advisory firm in Riverwoods, 
III., says that "by joining forces with other 
creditors |on a committee!, you can save 
money on attorneys 1 fees and ensure pro- 
fessional representation in following the 
case, filing claims, etc. And acting as a 
group, you might be more successful in 
getting paid. n 

Selling to a Chapter 11 debtor. 

Think twice before selling to a debtor that 
has filed for Chapter 11. but in some in- 
stances it might be appropriate. 
If the debtor company's reorganization 



plan seems viable, you might stand a bet- 
ter chance of collecting what the debtor 
owes your firm by selling more goods to 
the debtor and helping it stay in business. 

Bodoff says many post-bankruptcy sales 
of goods are restricted to cash on delivery. 

Magos says that selling after a Chapter 
11 bankruptcy petition "is pretty risky. 
But when you do sell post-petition, at least 
you have the court watching over you and 
protecting your position. If you think it 
will help you collect your pre-petition debt 
owed, then it s probably a good idea " 

Hiring an attorney. For claims of 
$10,000 or more, a creditor should at Irast 
consult an attorney If the bankruptcy in- 
volves a major customer, Magos says, "I 
definitely would hire an attorney." 

Finally if one of your major customers 
has filed for bankruptcy don't panic. 
You can take actions to improve your 
c h ances of coll ecti ng. 

"We've learned that working with a 
bankruptcy judge or tiustee isn't the worst 
thing in the world,'' says sports-card consul- 
tant Kiefer. "If you take steps to protect 
yourself and try to add value to the bank- 
ruptcy proceeding |as he did by continuing 
to provide services to Pinnacle after it filed 
for bankruptcy L you just might get paid/" ■ 
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Portfolio Managing's Minuses 



■ f you Ye an active investor, try this ques- 
Ition on yourself: Are you better off 
I spending your time and energy trying 
to beat the market, or working to grow 
your business? 

Most financial planners would say that 
investing your money in the stock market 
is a wise decision as long as you have a 
long-term time horizon and a tolerance for 
risk. 

But investing time and energy in the 
stock market — even if you beat a market 
benchmark such as the Standard & Poor s 
500-stock index — may not prove as re- 
warding as you might think 

Consider the examples of two investors: 

The first investor starts with $10,000 
and spends 15 hours a week managing 
the money. Over 10 years, the investor 
beats the S&P 500 by an impressive five 
percentage points per year. If the market's 
value grew at an average annual rate as 
high as, say, 15 percent, the investor's 20 
percent annual return would have in- 
creased his portfolio s value to $62,000. 

The second investor decides not to 
spend hi> own time managing his money. 
He puts his initial $10,000 into an S&P 



500 index mutual fund. 
His fund investment 
grows at 15 percent per 
year — the same rate of 
growth as the stock mar- 
ket's — and he spends 15 
hours a week at a mini- 
mum-wage job that nets 
him $4 an hour after 
taxes. He deposits all of 
his earnings into the same 
index fund. 

At the end of 10 years, 
the second investor's port- 
folio is worth $113,000— 
82 percent more than the 
portfolio of the investor 
who did his own invest- 
ment management. 

The bottom line is that 
the first investor's earn- 
ings attributable to the time he spent 
managing his stocks were roughly equal 
to the minimum wage. 

The message for a business owner is 
clear: Instead of investing a lot of time and 
energy into beating the market, you'd be 
better oft' in the long run tending to every- 




day business issues that can lead to 
greater profits. That way youll have more 
money to invest —Dot W I Bu m& 
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it's amazing what 
they can reach. 



Once you set a goal for your 




See the World Differently. Fly Like an Eagle'. 





small business, you know you'll find 
a way to succeed. Global busyness is 
a perfect example. 

More and more, small businesses are 
finding a way to expand internationally 
How 7 With the help of Global Delwery 
Services " from the United States Postal 
Service You don't have a single dollar — 
or moment— to waste. We offer a wfde 
range of reliable, cost-effective solutions, 
including Global Priority MaC Express Mail 
International Service? Airmail and volume 
business services. And we can support your 
complete business cycle From acquiring 
to servicing to retaining customers 

You can also count on our substantial 
knowledge and commitment, built through 
years of teaming up with businesses like 
yours Together we'll find a 
way to put the world at your 
fingertips. To find out more about 
Global Delivery Servkes, send for our 
Small Business Solutions Kit Simply call 
1-800-THE-USPS, ext. DM2033. 



UNITED STATES 
POSTAL SERVICE 



www. uspsgtobal. com 
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Private Mutual Funds Can Trim Investment Costs 



ByJttuu Hovey 
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nvestors benefit in many ways when 
they pool their resources in mutual 
funds. They get the investment exper- 
tise of the fund manager, and they benefit 
from economies of scale in buying and sell* 
ing securities and administering the fund. 

Group rates go only so far in mutual 
funds, however And they don't satisfy the 
investor who wants to cut investment 
costs to the bone. Even no-load mutual 
funds ( those that don't charge a sales com- 
mission at the outset ! assess annual fees, 
commonly 1 percent or more, for expenses. 

Some financial planners 
offer their clients the bene- 
fits of mutual fund invent- 
ing at about half the usual 
management cost by form- 
ing what are essentially 
private mutual fund-. 

Financial planners can 
form limited-liability com* 
panies that pool assets 
from a handful of individu- 
als, say $5 million to $10 
million in all from up to 
two dozen people. The 
planner hires a money 
manager to invest the 
funds and a custodian to 
do the record keeping. The 
fund itself is customized to 
fit the needs of the in- 
vestors in the group. The 
results: savings of up to 50 
percent on management 
expenses and, through 
fund-management tactics, 
a smaller tax bite. 



ments to the objectives of the individuals in 
the group, Spangler says. Hence, one fund 
invests in the stocks of small and medium- 
sized companies, another in large compa- 
nies, a third in Treasury bills, and so on. 

The savings in expenses over ordinaiy 
mutual funds can be substantial," Spangler 
says. "If you have $10 million invested in 
mutual funds, your annual expenses can 
total $100 ! 000-^-and if you can cut that in 
half, youre talking about a lot of money.** 

The tax savings tome from limiting 
portfolio turnover, he adds, and taking ad- 
vantage of certain wrinkles in tax law. For 
example, federal tax law cuts the capital- 
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Leveling A Playing Field 

The private mutual fund gives investors 
who are merely well-off the same clout as 
those who are truly wealthy; says Mark F. 
Spangler, president of Spangler Financial 
Group Inc. of Seattle. Spangler is a fee-only 
financial planner and a former chairman of 
the National Association of Personal Finan- 
cial Advisors, based in Buffalo Grove, 111. 
He does financial planning for a number of 
executives at a nearby Microsoft Corp. fatil- 
ity. At the end of last year, Spangler had 
seven private mutual funds in operation 
and had plans to form two or three more 
this year. 

Each fund seeks to match its invest* 
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gains tax to 10 percent on stock held 
for five years or more in companies valued 
at less than $50 million. 

Whats more, Spangler says, tax law also 
defers taxes on gains in such stock upon 
sale if the investor — in this case the private 
mutual fund — rolls the proceeds into the 
stock of another small company Compare 
that with the capital-gains taxes on any or- 
dinary stock fund— 20 percent for invest- 
ments held for a minimum of one year — 
and you see the possibilities. Spangler says. 

Qualifying To Take Part 

Private mutual funds aren't for everybody, 
of course. For one thing, to invest in one t 
you must be what the Securities and Ex- 
change Commission calk an accredited in- 
vestor—a person with S'itKUJOO in income 
or $1 million in net worth. 



For another, you have to find one in 
which you can invest. Only a handful of fi- 
nancial planners use private mutual funds, 
and not all states allow the practice. (States 
that permit such investing include Califor- 
nia, Oregon. Washington, and Delaware.) 

In addition, federal law prevents finan- 
cial planners from advertising private mu- 
tual funds, so if you hear of one, it is likely 
to be by word of mouth. 

Finally, you have to keep your eyes open 
when investing in a private mutual fund, 
chocking carefully into the qualifications 
of the financial planner who 
organizes it, the money 
manager who runs iu and 
the custodian who keeps 
the books. 

Indeed, private mutual 
funds fly beneath the 
radar of the government s 
regulatory apparatus. 
The states and the fed- 
eral government exercise 
only minimal oversight on 
private mutual funds by 
limiting the number of in- 
vestors in any one private 
fund and requiring only 
that the organizer of the 
fund put together a pri- 
vate-placement memoran- 
dum — analogous to a 
prospectus for a mutual 
fund — detailing the objec- 
tives of the fund and dis- 
claiming any promises re- 
garding performance. 

The Risks For The Rewards 

If you meet the investing 
standards, find a fund 
that qualifies, and decide to jump in, you re 
on your own. Indeed, the individual who in- 
vests in a private mutual fund does so at 
his or her own risk, with no guarantee that 
the fund will live up to its promises or. even 
worse, that the investor will fall into a 
safety net if it doesnt 

There's no active regulation, and no- 
body to say whether what the private mu- 
tual fund does is kosher," says Spangler 
"But the advantage is that you ^et profes- 
sional money management and custodian 
services for about half what you pay in a 
traditional mutual fund. 

*You also get the attention of your fund 
managers; you e;el to visit with them and 
talk over the food's objectives and perfor- 
mance. 

"Its a much different relationship than 
you get with a mutual fund." ■ 
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Other amounts availaWe upon request. Premiums are based on applicant s age al nearest birttiday. Poliaes are non-cancellable as fong as premiums are paid, 
however, rf the Insured commits suicide within two years of the PoUcy Dale, the benefit Is return of premium. Premiums may be paid annually, semi-annually 
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Application Request Form 

The information you provide will be kept in strict confidence. 



I 



For More Information Call: 

1-800-990-6998 



For Priority Service - FAX: 

(414) 545-5131 



I 

| NAME 
I 



ADDRESS. 

CITY __: 



STATE 



ZIP 



DATE OF BIRTH 

AMT. OF INS. DESIRED 
HOME PHONE ( ) . 
BENEFICIARY 



J MALE FEMALE 

□ TOBACCO J NO N- TOBACCO 

. WORK PHONE ( ) 



AGE 



1 

GUAI AMERICAN • 



The best time to call me is: 

□ Morning □ Afternoon □ Evening {□Home J Work) 

I wish to pay my premiums: J Annually U Semi-Annually J Monthly Bank Draft 

ADDITIONAL APPLICATION REQUESTED FOR: 

NAME . - 



I 
I 
I 
I 
I 
I 

I □ I wish to cover my children 



DATE OF BIRTH 

AMT OF INS DESIRED. 
Comments: 



J MALE J FEMALE 



J TOBACCO J NON-TOBACCO 



LAD-98005 
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Are You Paying too much 
for Your Term Insurance? 

For More Information Call: 1-800-990-6998 
For Priority Service - Fax: (414) 545-5131 
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444.50 
502.68 
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1099.00 
1302,00 
1550,50 
1B20.87 
2090,37 
2336.25 
2573.37 
2816.62 
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Other amounts available upon request Premiums are based on applicant's age at nearest birthday Policies are non-cancellable as long as premiums are paid, 
however, if the insured commits suicide withm two years of the Policy Date, the benefit is return of premium. Premiums may be paid annuaMy, semi-annually 
or monthly bank draft. (A no-cost medical exam may be required depending on age, health or amount of coverage desired). Premiums above are annual term, 
standard rates Policy Form No. PGART97NW1 . Level Death Benefit to age 95. Premiums increase annually All policies are issued and subject to underwriting 
by Great American Life Insurance Company*. P.O. Box 5416, Cincinnati, OH 45201-5416. POLICY NOT AVAILABLE IN ALL STATES 
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Index Funds Show Their Mettle In Market Swings 



By Randy Myew 

My now, most investors know that mu- 
Ktual funds that passively buy and 
MM hold every stock in an index often do 
better than funds whose managers try to 
pick only the best stocks, 

Funds that invest in the Standard & 
Poor's index of 500 stocks, for example, 
have on average outperformed actively 
managed large-company stock funds by 
about five percentile points per year for 
the past four years, according to Morn- 
ingstar Inc., a Chicago-based research firm. 

Last year was supposed to be different. 
When the stock market took a nose dive in 
the third quarter, it gave active managers 
a chance to strut. After all, if they trail 
index funds in an up market like the one 
we had enjoyed since 1995, shouldn't they 
beat them in a down market? 

There are good reasons why they should 
have. First, active managers typically hold 
about 5 to 10 percent of their total assets 
in cash. When the stock market sinks, in- 
terest earned on this cash helps to offset 
losses in the stock portfolio, 

Index funds have no cash cushion. Be- 
cause they stay fully invested at all times, 
their whole portfolio mindlessly tracks the 
market lower, falling when it fails. 

Many active managers also have an ad- 
vantage, it s thought , if they happen to lol- 
low a *Value" strategy. Value managers buy 
stocks that appear to he cheap in relation 
to their earnings potential or Ixtok value. 

In a down market, investors have pre- 
sumed that value managers would shine; 
Since the stocks in their portfolio were 
cheap to begin with, they wouldn^t have as 
far to fall if the market tumbled. 

"That's one of the las! bastions of de- 
fense for the managed -fund industry— 
that they will cushion stock drops/' ob- 
serves Jerry Tweddell, publisher of the 
NewFund Focus newsletter and co-author 
of Winning With I Wr.r M nlnai Funds 
tAmacom, $24.95). 

Unfortunately, none of this happened in 
last year's third quarter When the S&P 
500 fell 10,3 percent, S&P 500 index funds 
lost an average 10.6 percent— exactly what 
you would expect (Index funds usually trail 
indexes by a fraction of a percentage point 
because of their operating t ests i 

But actively managed large-company 
stock funds lost an average of 1L7 per- 
cent, according to Morningstar, and man- 
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agers of large-company value stock funds 
did even worse, losing an average of 12,6 
percent U.S. stock funds in general lost 
15.2 percent. 

Index Funds 1 Added Advantages 

Some observers think the third quarter 
was an anomaly In their view, investors 
were so obsessed with owning the biggest 
and most profitable i that is. safe i compa- 
nies during the third quarter— in other 
words, the top tier of the S&P 500— that 
nobody with a diversified portfolio could 
have expected to do as well as the index. 

But in the third quarter, even small- 
company index funds outperformed their 
i actively managed counterparts. That rein- 
forces the view of Vanguard Group fund 
manager < 5 as Sauter that index funds en- 
joyed other advantages in the third quar- 
ter, —advantages that they retain in down 
as well as up markets, 

* Active managers do have a cash cush- 
ion, and in a bear market it does help 
them," says Sauter, who runs the Van- 
guard 500 Index Fund. But he points out 
that history has shown that active man- 
agers often have the least amount of cash 
in iheir portfolios at market tops and the 
most at market bottoms— exactly the re- 
verse of what would be optimal. 

That means not only that they sacrifice 
the full l>enefit of their cash cushion when 
i hi* market starts to fall but also that — as 
occurred in the second half of UMBO— -they 
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fail to take part fully in rallies that follow. 

'Investors think their active managers 
will know when to get them out of the mar- 
ket, but the fact is that its virtually impos- 
sible to know I in advance! when the mar- 
ket has topped or when it's at a bottom," 
says W. Scott Simon, an investment adviser 
with Silver Oak Advisory Group in Encino. 
Calif., and the author of Index Mutual 
Fin a Ik Profiting from an Investment Revohtr 
Urn (Namborn Publishing, $26.95). 

The Test 01 Time 

All this suggests that indexing guru Jack 
Bogle, chairman of Vanguard, is right 
when he argues t hat the low cost of index 
investing will, over time, almost always 
outweigh any itenefUs associated with ac- 
tive management. 

Consider that the most efficient S&P 
500 funds operate at a cost to investors of 
under 0.25 percent of assets and generate 
very little in the way of trading expenses. 
By comparison, the average domestic 
stock fund charges about 1.4 percent of 
the investor's assets and, because it trades 
much more frequently, incurs transaction 
costs approaching an additional 1 percent 

"Over time* says Sauter, "a disadvantage 
of 2 to 2,5 percent is huge. And in a pro- 
tracted bear market, youVe just got those 
coats grinding away It's a disadvantage 
that active managers will always have ' 1 

But its one you can avoid when you put 
a portion of your money into index funds. KB 
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Foreign Investors' 
Deep Pockets 



The lure of the US economy 
makes sources of financing 
overseas a viable option for 
small businesses. 
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For many business owners, the search 
for outside financing often begins at 
the nearest bank— and ends there, 
too, in the frustrating words, "We're 
sorry, but you don't qualify for a loan.*' 

Bank money is often the cheapest fi- 
nancing that business owners can get, 
but capital takes many forms and comes 
from many sources other than banks, in- 
cluding some that are unfamiliar to 
many entrepreneurs. 

Take, for example, capital from 
overseas. 

No one keeps tabs on how 
much capital American busi- 
nesses raise from foreign 
sources, but the .total probably 
grows every year, according to 
Lloyd C. Day an assistant sec- 
retary at the California Trade 
and Commerce Agency in Sacra- 
mento, An arm of the state gov- 
ernment, the agency fosters contacts be* 
tween California businesses and potential 
investors overseas. 

Day says he believes there may be hun- 
dreds of millions of dollars available to U.S. 
companies from foreign sources. "Money 
comes from institutions and from high-net- 
worth individuals overseas because U.S. 
business is a safe haven from a political 
standpoint — and because investors like the 
growth they see here " 

Put another way the U.S. economy in 
general, and small and medium-sized 
businesses in particular, present foreign 
investors with opportunities that are 
unavailable anywhere else in the world, 
according to Mark Hyman, managing di- 
rector of global corporate finance in New 
York City for Arthur Andersen LLP, an 
international professional-services firm. 

U.S* Attractions 

Hyman says Americans understand the 
industries that will fuel the global econ- 
omy as the new century begins — com- 
puters, software, telecommunications, 
biotechnology, and electronic commerce, 
among many others. Indeed, Americans 
invented these industries and will very 
likely invent others. 

This story is piti nfn rontnototg writ* 

uxitjs for molt companies to locate theft- 
noticing they need to run their bimneswit. 



Also, Hyman says, the social, political, 
and legal systems of the United States, de- 
spite their faults, make this country a safer 
place for capital than most other countries. 

Among other advantages, U.S. ac- 
counting standards dictate the form and 
content of the balance sheets, income 



other business owners on the prowl for 
outside financing. 

Linking Witt Hong Kong 

Clarent makes hardware and software 
used to transmit telephone communica- 
tions over the Internet, In essence, the 
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Extensive networking hel/vd Jem/ ( 'hang, right, 
fiftlitons dollars from Hong Kong in restore 



( 'EO of tcrJoiofoi/ij firm Churn t Corp., mise 
says Clarent executive Richard J. Heaps. 



statements, and other documents by 
which outside investors can judge the 
risk and performance of any company 
they want to back, in essence making 
the operations of the company transpar- 
ent to the outside investor. 

Furthermore, investors who hit it big in 
the United States often hit it really big, 
and the new wealth created lures more in- 
vestors from all over the world, 

In short, Hyman says, foreign investors 
like their chances here, which is why each 
year they send a good deal of capital to 
these shores looking for work. 

The trick is to find it. And the experi- 
ence of Jerry Chang, CEO and co-founder 
of Clarent Corp. in California's Silicon 
Valley, holds some important lessons for 



company's technology transforms the 
sounds carried as waves over conventional 
copper phone lines into digital information 
for Internet transmission. Privately held, 
the company employs about 100 people 
at its headquarters in Redwood City, 
south of San Francisco, and in six for- 
eign countries. 

A year ago Chang raised more than $10 
million in a round of financing led by the 
Hong Kong office of Goldman Sachs, a 
major New York City investment-banking 
firm. About $3.5 million came from Gold- 
man Sachs itself, investing on its own ac- 
count, and the rest came from private in- 
vestors in Hong Kong, says Richard J. 
Heaps. Olarcnt's chief financial officer and 
chief operations officer. 
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How did Chang make the 1 Hong Kong 
connection? "It wasn't science," says 
Heaps. "It was art. Jerry wanted in- 
vestors who would be in it for the long 
term, and he spoke to venture capitalists 
in Silicon Valley and to some strategic in- 
vestors on the West and East coasts. 

"It was a process of 
leveraging off of who 
you know and what 
you know — and how 
to go about finding 
out what you need to 
know" 

Chang already 
knew that foreign in- 
vestors like American 
business; in founding 
Clarent in 1996, he 
and his partner — 
Mike Vargo, Clar- 
ent's chief technol- 
ogy officer — raised 
seed capital from a 
Taiwanese investor 
who is a persona) 
acquaintance of 
Chang, himself a na- 
tive of Taiwan. 

The deal with Gold- 
man Sachs proceeded just like any deal 
with U.S. investors, Heaps says. In early 
1988, Chang wrote a business plan detail- 
ing Clarent's product and his strategy for 
taking it to market. 

He networked extensively, identified a 
handful of potential investors, and negoti- 
ated with two bidders. Heaps says. He 
closed the deal with Goldman Sachs and 
the Hong Kong investors— most of them 
wealthy individuals — last May. 

4£ We had a commercially viable product, 
and it was time to scale up our opera- 
tions," Heaps says, 'it took a lot of perspi- 
ration and networking. 

"We were fortunate in our timing be- 
cause the market we wanted to attack rec- 
ognized Internet telephone technology as 
a legitimate product." 

Through the Hong Kong connection, 
Chang got what investment bankers term 
patient capital — so called because his back- 
ers, unlike those who invest in most other 
slail-ups and young growth companies, did 
not insist that he cash them out by going 
public or selling out to a bigger company in 
three to five years. Instead, the Hong Kong 
investors, like Chang, saw the potential fur 
long-term growth in Internet telephony, 
and they wanted in on it, Heaps sa\ - 

"There was nothing unique about the 
fad 1 hat the source of I he funding was lor 
eign, and there were no legal or cultural 
barriers," Heaps says* "Other than the 
long distance, the dynamics of actually 
raising the financing were the same. The 
job was simply to make sure that our 



When you're talking 
about capital from Asia, 
you have to make connec- 
tions personally through 
foreign chambers of com- 
merce, through banks with 
overseas operations, and 
through the many Asian- 
American business associ- 
ations." 

—Lloyd C Day, California Trade and 
Commerce Agency 



prospective investment partners had a 
clear picture of the opportunity/' 

Ties On The Coasts 

On the West Coast, Asian capital comes 
largely through intermediaries with family, 
personal and professional ties in countries 

such as Taiwan and 

China and in cities 
such as Singapore and I 
Hong Kong. On the I 
East Coast, capital I 
comes mostly through 
the big investment- 
banking houses and 
thn »ugh private equity 
groups with ties to in- 
vestors in Europe, 

u In California, you 
have to network 
among diverse popu- 
lations^ says the 
Trade and Commerce 
Agency V Day Espe- 
cially when you're 
talking about capital 
from Asia, you have 
to make connections 
personally through 
foreign chambers of 
commerce, through banks with overseas 
operations, and through the many Asian- 
American business associations. 

"It takes persistence and homework," he 
adds, "but California is the center for ven- 
ture capital in the world, and a lot of in- 
vestors want to partner here so they can 
create their own venture-capital communi- 
ties at home. They want to get in on all 
the activity here." 

Things You Need To Know 

Heaps has some final words of advice for 
business owners seeking capital. 

Don't assume that your only sources of 
capital will be domestic, and know why 
your business presents a good opportunity 
to investors, whether they're foreign or do- 
mestic, be says. 

In addition, know what you need from 
your investors — for example, connections 
to your customers or to potential strategic 
partners, or board members who can 
bring wide expertise in your industry. 

Last but not least, Heaps adds, do due 
diligence on any investor who bids on your 
proposal because the relationship will be 
crucial to your success, 

"Your investors have to know what 
they're getting into, and so do you," Heaps 
says. "Our investors are behind us, and 
the/re good critics of our plans. We could- 
n't be happier." m 
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Phillip Raclyn has a small business. He is a veterinarian. 

Phillip has a simple mission: to treat every pet as if it were 
his own. (It's on his business card.) 

And because this mission is so important to him, he wants 
to spend more time with his patients and less time doing 
office work. 

So Phillip is getting Microsoft Windows NT Workstation 
on his new PC. It's 30% faster than Windows 98. And, as 
the name suggests, it's still Windows, so he won't have to 
spend time learning anything new. 

For Phillip and his patients, every minute counts. Windows NT 
Workstation is one tool he's using to make sure he has more 
of those minutes available each day. 
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Don't Overlook 
This Key Policy 



Pmviding covemgefor top 
executives can help make 
sure things keep running 
smoothly if one of them " 
dies unexpectedly. 



By Robert L Jaeobson 



For many people, says Byron 
Udell, term insurance has be- 
come so inexpensive lately 
that "it's almost silly not to 
have Br 

But as president of AccuQuote, a 
kind of one-stop shopping mart for 
life insurance in Northbrook, 111., 
Udell is particularly enthusiastic 
these days about a form of term cov- 
erage known as key-person insur- 
ance. 

Along with many other agents 
and financial advisers, he's con- 
vinced that today's bargain-base- 
ment prices for term policies repre- 
sent an unusual opportunity for 
small businesses. Small firms can 
be protected against something 
their owners rarely care to think 
about: the unexpected death of one 
or more of their most valuable em- 
ployees — perhaps even themselves. 

Think for a moment what might 
happen to your company, and to 
people with a stake in its success, if 
your most productive sales manager 
were to die tomorrow. How quickly 
could you pick up the pieces 9 What 
would happen to all the personal 
contacts, not to mention the rev- 
enue stream, that the sales man- 
ager had generated? 

How would company morale be 
affected? Would other valuable employees 
tome nervous and start looking for new 
jobs? How long would it take you to re- 
place the person and to bring a new sales 
manager up to speed? 

And suppose you were the one to die. 
What would happen to the company? To 
top executives and other employees? To 
your family? 

Difficult Questions 

Those are tough questions for individuals 
to contemplate, observes Mark R. Harris, 
an insurance agent in Boca Raton, Fla. 
And that helps explain why people tend 
not to take the initiative when it comes to 
acquiring life insurance, he says. Most 
people simply "don't like to talk about los- 
ing their lives,* Harris notes, so life insur- 
ance generally is something that has to be 
sold to them. 
Business owners are no exception. But 
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Udell, whose company's Internet site is at 
wuna occitfiiwte. com, points out that a deci- 
sion to buy key-person insurance can be so 
important that it spells "the difference be- 
tween whether or not the company sur- 
vives.* 

At the law firm of Nagle & Zaller in Co- 
lumbia, Md. t Michael R Nagle says he re- 
cently became interested in key-person in- 
surance after making an associate, Craig 
Zaller, his partner. As part of what is 
called a buy-sell agreement, the two pur- 
chased 20-year term -insurance policies on 
each other's lives. Now, if one partner 
were to die prematurely, the other would 
have the wherewithal to acquire the rest 
of the firm. 

"Neither one of us wanted to be in a po- 
sition where we would have to fund a buy- 
out out of pocket/ Nagle explains. "With- 
out such protection, both lawyers would 
have been taking a hell of a chance." 



From a cost -benefit standpoint, 
the arguments for acquiring key- 
person coverage seem compelling, 
especially in the case of term insur- 
ance. With its coverage extending 
over a specified length of time, term 
insurance typically promises the 
biggest payoff per premium dollar. 
And with level premiums set in ad- 
vance for five-year, 10-year, or even 
20-year policies, the annual cost can 
be a known quantity for the entire 
period. 

Whole life insurance, on the other 
hand, remains in force throughout a 
person s lifetime and, like various 
other forms of so-called permanent 
insurance, generally accumulates a 
cash value from which loans and 
withdrawals are possible down the 
road. 

In addition, companies can pur- 
chase policy "riders" that allow 
them to transfer coverage from one 
key person to another, often a plus 
when there are older employees. 
But whole life's relatively high price 
tag, especially for young employees, 
can be a stumbling block for many 
businesses. 

More expensive still — and even 
less popular— is disability insur- 
ance. Experts say that s highly un- 
fortunate because the likelihood of a 
key employee's becoming seriously dis- 
abled far exceeds the chances of his or her 
dying unexpectedly. 

7b be sure, there are other techniques 
for insuring key employees — some with 
possible tax consequences or other techni- 
cal ramifications that might call for the 
services of lawyers, accountants, or other 
advisers. 

But for simplicity and outright cost sav- 
ings, probably none of those other options 
can compete with term insurance. It is, in 
fact, a special breed. 

Udell, whose company compares the 
policies and prices of hundreds of insur- 
ance companies, gives this illustration: 
For as little as $440 a year for 20 years, a 
40-year-old male with no health impair- 
ments or other negative characteristics 
i such as a family history of heart disease 
before the age of BO or a fondness lor 
bungee jumping j can he covered by a pol- 
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INSURANCE 



icy that would provide 
$500,000 to his company 
if he died. 

Remarkably, the cost of 
some term insurance has 
dropped by more than half 
in the past five years. 
Udell attributes the de- 
cline mainly to people's in- 
creasing longevity and to 
growing competition in the 
insurance industry. To- 
days options are so ap- 
pealing, he says, that a 
person who bought term 
coverage as recently as a 
year ago might be well-ad- 
vised to shop around for a 
better deal and then sim- 
ply drop the original policy. 




Law partners Michael I! Sagle* kit and Cmig Zatier recently bought term life 
policies on each other so that [fotie dies, the other can tise the proceeds to buy ttie 
deceased pa rtner's interest 



Not Much interest Yet 

Small businesses have many concerns be- 
sides insurance, of course , so low rates 
may not be sufficient justification for 
them to purchase key-person plans. In- 
deed, while there are no definitive na- 
tional data on how well such policies have 
been selling, insurance-company repre- 
sentatives say they believe that the great 
majority of small businesses have not yet 
bought any 

Supporting that impression are results 
from a study of small businesses by 
LIMRA International, a marketing- 
research organization in Hartford, Conn., 
that is financed bv insurance companies. 

The 1994 study the latest of its kind, 
found that only half of nearly l y 600 busi- 
nesses had formal written plans for con- 
tinuing operations after the owners 
death — and that of those companies, only 
56 percent had purchased life insurance 
as part of the plans. 

The low level of interest in key-person 
insurance persists, moreover, even though 
term insurance collectively has been grab- 
bing a steadily rising share of new life- 
insurance sales across the country for 
more than a decade. 

According to LIMRA. the ^new-pre- 
mium market share* of all term insur- 
ance grew from 11 percent in 1985 to 
about 18 percent in 1997. During the 
same period, whole life insurance — histor- 
ically a more popular product overall- 
has seen its share of new sales decline 
steadily from 47 percent to 38 percent. 

LIMRA researchers say that stems 
largely from the falling cost of term insur- 
ance and from the growing popularity of 
"variable universal life* policies, whose 
benefits and cash values vary according to 
the performance of investments selected 
by the policyholder 

But while the price of key-person insur- 
ance can be attractive, insurance agents 



and financial planners cite many consid- 
erations other than premium rates that 
businesses should weigh in deciding 
about such coverage. As might be ex- 
pected, most relate to the bottom line. 
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While a company must 
pay for the insurance 
with after-tax dollars, for 
instance, the proceeds 
typically are tax-free. 

An Array Of Benefits 

Imagine what half a mil- 
lion or a million tax-free 
dollars could mean to 
your company if it sud- 
denly lost the services of 
a key executive. 

David Hepple, a finan- 
cial associate in the Balti- 
more office of The Equi- 
table Life Assurance 
Society of the United 

States, headquartered in 

New York City, points to 
potential benefits such as these: Business 
loans could be repaid, especially if lenders 
became concerned about the company's 
loss; the company could draw on the pro- 
ceeds to pay outstanding bills; lost sales 




Calculating Your Insurance Needs 



If youYe interested in owning key-person 
insurance but aren't sure how much to 
buy how can you come up with a suitable 
amount? 

The answer t says Robert J. Fiondella, 
founder of Fiondella Insurance & Retire- 
ment Planning in Farming- - - 
ton, Conn., depends primar- 
ily on how you judge the 
"value" of the person 
you're insuring. It's really 
more art than science 
he acknowledges in 
an article posted on 
his firm's World 
Wide Web site (at 
wnwfiondeiI(LCOrti\ 
but there are some useful 
guidelines to follow. Here 
are two common approaches he 
describes: 

Estimating the value of key employ- 
ees in relation to your company's net 
profits. Calculate employee "earnings 
power" by subtracting a portion of the 
company's net worth or book value — say 7 
percent— from its average annual after- 
tax profits- Multiply the result by the per- 
centage points in a standard capitalization 
rate, such as 5 percent. 

In this manner, a company valued at 
$500,000 and showing $85,000 in after-tax 
profits would have employee earnings 
power of $50,000 (that is, $85,000 minus 7 



| percent of §500,000) and a resulting insur- 
ance target of $250,000 (that is, $50,000 
multiplied by 5). For more than one key 
employee, estimate the relative contribu- 
tion that each person makes to the com- 
pany's success and apportion the 
insurance coverage accordingly. 

Estimating what it would 
_ cost to replace the 
key person. Deter- 
mine the number of 
years it might take 
for the replacement 
to reach the same 
level of profi- 
ciency and 
profit making 
for your company 
Multiply the result by the 
difference between the key person's esti- 
mated "contribution" to aftertax profits 
and that of the replacement. For total in- 
surance needs, add to the new figure your 
projected costs for recruiting, hiring, relo- 
cating, and training the new person. 

Fiondella also cites methods linked to 
the key employee's salary. In one of these, 
a discount rate of 8 percent is applied to 
all future salary payments of a person 
who is 20 years from retirement and cur- 
rently earns $50,000 a year. This ap- 
proach produces an insurance need of 
nearly $500,000. 
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and diminished profits could be at least 
partially offset; and funds would tx* avail- 
able to recruit and train a new person. 

Hepple and other insurance representa- 
tives say key-person insurance can also 
improve a company's standing with 
lenders. Robert J. Fiondella, who heads an 
insurance and retirement-planning agency 
in Farmington, Conn*, says it's u not un- 
usual for a lender to require a business to 
take out insurance on the life of key indi- 
viduals or owners" to make certain that a 
debt will be repaid 

Depending on the circumstances, how- 
ever, lenders may not demand such cover- 
age. At Chase Manhattan Bank in New 
York City, Michael Vlttorio, vice president 
for small-business financial services, says 
key-person insurance usually is not re- 
quired of companies with annual sales of 
less than $3 million. 

For larger companies, decisions at 
Chase about whether to require the insur- 
ance are left to a bank officer's discretion. 

But Vittorio concedes that if a lender 
had any doubts about a company, the 
presence of key-person insurance could 
earn a loan application "over the wall/ 1 

Another advantage of such insurance, 
says Diane Blakeslee, an independent fi- 
nancial planner in San Luis Obispo, Calif. 



The pros and cons of key- 
person insurance for small 
businesses may come down 
to comparing the cost of 
premiums with the much 
heavier costs that can emerge 
when there is no protection. 



is that the proceeds can be used to buy 
stock held by surviving family members of 
a deceased business owner. She calls it in- 
su ranee against unwanted "meddling" in 
the company's management. 

And Debra L. Morrison, head of an in- 
vestment and financial-planning firm 
bearing her name in Fairfield, N.J., sees 
benefits in the way key-person insurance 
affects the "psychological realm" of peo- 
ple's reactions when a key employee dies. 
If a company is covered by insurance, she 
says, employees are more likely to feel 
confident that their jobs are secure. 



That was precisely the point recently at 
Koesten Hirschmann & Crabtree, Inc., a 
small financial-planning company in 
Overland Park, Kan. Stewart Koesten, 
president of the three-year-old company, 
says he overlooked key-person insurance 
in the firms initial planning, only to dis- 
cover a few months ago that employees 
were worried about their vulnerability in 
the event of his death. He says they told 
him: u If you die, we're out of work." Ab a 
result, the company now owns a term- 
insurance policy on Koesten's life. 

In the fmaJ analysis, the pros and cons 
of key-person insurance for smal] busi- 
nesses may come down to comparing 
the cost of premiums with the much 
heavier costs that can emerge when there 
is no protection. 

The Equi table's Hepple has addressed 
this point in The Business Monthly of 
Howard County, MA If you buy insurance 
and the key person lives until retirement, 
he says, you might conclude that you made 
a small mistake. But if you don't have the 
coverage and the key person dies, it proba- 
bly was a big mistake. 

Your company can "absorb small mis- 
takes." Hepple adds. Big mistakes, on the 
other hand, can "absorb your company" 1 ffi 
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Eight Steps To Success 
In Negotiating 
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Steven Schussler started negotiating 
from a position of weakness with the 
Mall of America in Bloomingtoi 
Minn M about opening his brain- 
child, Rain Forest. Cafe. 

i was negotiating from deep 
under, * he concedes. His once 
highJy successful themed restau- 
rant, JukeBox Saturday Night in 
Minneapolis, was bankrupt, and 
when he approached the Mall of 
America in 1992 seeking space 
to open his new restaurant and 
retail store, he was starting 
from scratch. 

Schussler also realized that 
his new idea was unconven- 
tional. He wanted to create an 
experience that simulated a 
rain forest — with blasts of cool 
mist, lightning and thunder, 
banyan trees, trumpeting ele- 
phants, and the aroma of tropi- 
cal flora. He knew it wouldn't 
be an easy sell. 

TV) create inroads, Schussler 
implemented one of the cardi- 
nal rules of sua*, sful negoti- 
ating: He got to know everyone 
connected with the party he 
would face in the negotiations. 

*Tt took 2V2 years, but I de- 
veloped a relationship with the 
family, friends, and business as- 
sociates of the individuals with 
whom I was negotiating, * says 
Schussler. 'That's important 
because people are easily influ- 
enced by those around them." 

Schussler *s instincts paid off. 
Today, Rain Forest Cafe has 29 
locations around the world and 
has won more than a dozen 
awards for originality and inno- 
vation. And Schussler s success 
can be attributed largely to a 
sound understanding of the basic steps to 
winning negotiations. 

Skills For Modem nines 

Good negotiating skills are particularly 
important in today s volatile business en- 
vironment, says Kare Anderson, president 

Janim S. Pouliat is a free-lance writer m 

<lm n //rr//. Wis. 




of The Compelling Communication Group, 
a research, licensing, and marketing firm 
in Sausalito, Calif. 

*We live in a time-starved culture," says 
Anderson, who is also the author of several 
books, including tiesolrivg Cim flirt Swwer 



(The Crossing Press, $10). 
"Americans are the least likely 
to plan ahead, We're very impul- 
sive because we're trying to get 
more done faster. As 
a result, we get 
into conflict sooner. 
We end up making 
agreements that 
don't stick " 
Anderson says that 
taking a slower approach in 
order to understand the elements 
of successful negotiating can ultimately 
;.i time ami pniduce I tetter results, 
Sanford Jaffe, an attorney and mediator 
at the Rutgers University Center for Nego- 
tiation and Conflict Resolution in New 
Brunswick, N J., notes: 'Triere's also been a 
subtle shift away from litigation and the 
courts to use negotiation to resolve conflict, 
"Business people have learned that it's 
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Tokirw the time to learn deal-making skills before you 
enter business talks is the best way to arrive at a 
mccessfid cmwluskm* 



very expensive to enter into litigation. And 
it takes a lot of time away from running 
the business," adds Jaffa, who is also a 
professor fit Rutgers* Edward J. Bloastein 
School of Planning and Public Policy, 

Consequently, employing the right nego- 
tiating tactiis is more important than ever. 
Following are eight fundamental steps to 
winning at the negotiating game, culled 
from business people and experts in the 
field: 

1. Take stock of your weaknesses. 

Not everyone is born a great negotiator. 
In fact, most people don't have a clue about 
how to get what they want— other than to 
make demands and dig in their heels. 

"People let [negotiations] get away from 
them because they haven't figured out 
ahead of time how to handle problems," 
says JatTe. "They resort to using emotion 
instead/' 

Before you're faced with a negotiation, 
take time to learn the basics. One way to 
do that m to sign up for a 
reputable training 




session. Many trade and business organi- 
zations, colleges and universities, and pri- 
vate consulting firms run seminars on ne- | 
gotiating. 

In addition, there are dozens of books on 
the market covering this topic. 

2. Determine your bottom-line goal. 

"Its a lot easier to deal with a jerk who 
knows what they want than a nice person 
who doesn't/* says Anderson, 

She adds that many people get confused 
over the number of issues introduced in a 
negotiation and lose sight of their bottom 
line. 

Before you can negotiate effectively, you 
have to identify the one thing you must 
come away with. "Not five or 10 things," 
Anderson says. "Its got to be one tangible, 
concrete objective. If you can't tell whether 
or not your goal has [been achieved], then 
it's not solid enough," 

Paul Geffner, co-founder and former 
owner of Captain Video, a California video- 
store chain, and founder and owner of Es- 
cape From New York Pizza, a restaurant 
chain based in San Francisco, says, "I 
always prioritize I in a negotia- 
tion] so I know what the one or 
two deal-breakers are " 

Before he starts negotiating 
with suppliers, banks, and 
others, GefTner determines 
which issues he would back 
down on to achieve his 
main objective. 

For instance, he says, 
*T11 never sign a lease 
where the landlord gets 
a percentage of the 
gross. If I'm working 
hard, why should they 
get a portion of my success? 
But Til compromise on a 
rent increase based on the 
Consumer Price 
Index." 



3. Learn as much as possible about 
the other party. 

The more you know about the person 
with whom you're negotiating, the better 
off you'll be. "Do your homework," sug- 
gests Neil Lerner, director of the Small 
Business Development Center at the Uni- 
versity of Wisconsin School of Business in 
Madison. 

If you re negotiating with a business, 
collect company brochures, annual re- 
ports, trade journals, and newspapers that 
cover local business news, Lerner says. In 
addition, you can search the Internet and 
commercial databases for information on 
who else might be negotiating for the 
same thing you're after, Lerner notes. 

Don't be shy about asking around, "Talk 
to Other companies you know [that] have 
dealt with" the person with whom you're 
negotiating, says political scientist and 
mediation specialist Linda Stamato. "Get 
a feel for their reputation." Stamato is a 
mediator at Rutgers 1 Center for Negotia- 
tion and Conflict Resolution and a profes- 
sor at the Bloustein School. 

4. Establish a relationship before the 
negotiation begins. 

The worst place for the first meeting 
with the individuals with whom you're ne- 
gotiating is the negotiation table. 'Try to 
get to know T them on a personal level," 
says Lerner. 

Paul Fox, president of Fox Performance 
Training, a firm in Ellington, Conn., that 
specializes in negotiation training for 
managers, suggests being upfront about 
negotiation issues, 

"Tell the other party you'd like to have a 
pre-meeting so you can get acquainted,* 
Fox says. "Let them know you realize this 
is an important negotiation for Imth of you 
and you believe both can benefit by get- 
ting a sense of how each other operates. 

"Explain that you want to help them 
achieve their goal as much as you want to 
achieve your own." 

Arrange a casual lunch or dinner, pick 
the other party up at the airport, or just 
chat over the phone. 

It also can be helpful if, as Rain Forest 
Cafe's Sch ussier advises, you get to know 
the people who are nearest the other 
party. 

"Most people skip this step, but this 
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minor investment of time can really pay 
off," Fox says. 

5. Create and stick to an agenda. 

Negotiations often assume a life of their 
own, veering off into areas unrelated to 
the core objectives of both parties. Formu- 
lating a blueprint helps keep the discus- 
sion on track and re- 

duces the chances of 
extraneous issues 
working their way in. 
For the blueprint to 
be acceptable, how- 
ever, both parties 
must have input. 

"Ahead of time, lay 
out what you'd like to 
see happen. * says 
Stamato. "Jointly de- 
velop a flexible, rea- 
sonable plan outlining 
what you want to talk 
about and how to go 
about making that 
happea" 

Make a copy of your 
consensus and distrib- 
ute it to the members 
of both negotiating 
teams. That way, if the subject jumps the 
tracks, you can call attention back to the 
plan. 

However, it may not be a good idea to 
make your itinerary too rigid, warns 
Stamato. Don't do anything that forces the 
other party into a corner and makes the 
other person feel threatened. 

6. Don't let the talks get personal 

Emotions can run high when there's a 
lot at stake, and it's easy to vent frustra- 
tion by lashing out at the other party. If 
the other party starts down this path, the 
best approach is to sit back and listen, 
says Lerner. 

"Just don't get into it," he says. "Don't 
cave in to the other person. Refuse to 
fight" on their level 

Jot down what the other party is saving. 
That will often reveal clues about what's 
really bothering the other party besides 
the issues on the table. 

"A good tactic is to increase the number 
of variables over which you 1 re negotiat- 
ing,* Lerner adds. For example, if both 
parties are hot under the collar over price, 
try focusing on the services that accom- 
pany that price. 

"Maybe you can stage deliveries over 
time rather than insisting that the other 
party take all the product at one time," 
says Lerner, "Or perhaps you can provide 
extra training — nnt just about your product 
but about the industry itself These things 
have a value attached to them. Spread out 
your range of negotiable items" 



Stalemates 
usually develop over 
small things, not the 
large matters. Fear 
and uncertainty are 
often what kills the 
deal." 

—Michael Hoesiy. 
Founder and Principal. 
Hoesiy and Co. 
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7. If there's a stalemate, find the un- 
derlying cause, 

"Stalemates usually develop over small 
things, not the large matters/ says 
Michael Hoesiy, founder and principal of 
Hoesiy and Co. in Madison, an intermedi- 
ary and adviser to companies seeking 
strategic partnerships or seeking to buy or 

sell firms. "Fear and 

uncertainty are often 
what kills the deal/ 
he says. 

Hoesiy cites a case 
in which an acquisi- 
tion was about to be 
clinched. At the last 
minute, the potential 
buyer refused to ex- 
tend medical cover- 
age to the owner's 
wife, who had a his- 
tory of cancer The 
deal began to un- 
ravel 

Says Hoesiy: "The 
complete stalemate 
really wasn't about 
the insurance issue. 
The owner thought 
the buyer was being 
cheap toward his sick wife. He was really 
afraid his wife's cancer would return. The 
buyer thought the seller was being unrea- 
sonable asking for unlimited benefits. But 
his real fear was that the magnitude of 
the claim would bankrupt him/' 

After talking through their anxieties, 
the two parties reached a negotiated set- 
tlement placing a ceiling on the dollar 
amount of medical claims reimbursed. 

8. When a deadlock looks hopeless, 
buy time. 

If there's a deadlock, experts suggest* 
take a timeout to think about what's been 
said. Break for coffee or say that you must 
go back to your office to confer with oth- 
ers. Take the time to review what you Ve 
been arguing about and try to approach it 
another way. 

When all else fails, you can bring in an 
impartial third party to act as a counter- 
balance. 41 It helps to have someone present 
who's not impassioned about the issue," 
notes Hoesiy. A professional mediator 
agreed upon by both parties often can 
break a deadlock and get negotiations 
back on track. 

As the experiences and suggestions of 
business people as well as special- 
ists in the field indicate, negotiators 
are made, not born. 
With careful forethought and perhaps a 
measure of training Just about anyone 
can develop the ability to win the best deal 
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Avoid Getting Stung 
By An Internet Scam 



Devilishly enticing schemes 
on the World Wide Web are 
enmirmg companies and 
cnMowers alike. 



By Tim Md 'oltuw 



The offer looks too tempting to pass 
up: a complimentary vacation to 
sunny Florida or the Caribbean. Is 
the promotion genuine? Or is it too 
good to be true? 

Last summer hundreds of consumers 
discovered the hidden charges of certain 
tropical-vacation offers when they opened 
their credit-card bills. 

According to consumer and law-enforce- 
ment agencies in Pennsylvania, Texas, 
and Wisconsin, a travel agency in CassH- 
berry t Fla.. called Travel Group Interna- 
tional Inc.— using its World W T ide Web 
site, Internet newsgroups, and faxes sent 
to prospects — misled consumers by offer- 
ing free or low-cost vacations that al- 
legedly were anything but. 

Individuals who took advantage of the of- 
fers said they subsequently tbund they had 
been charged on their credit cards for up 
to $500 for taxes, port fees, and other ex- 
penses. 

Many consumers also said they were 
not told they would have to pay their 
own air fares to vacation destinations. 

In a settlement with the Pennsyl- 
vania attorney general, the Florida 
travel company agreed to provide 
full refunds to Pennsylvania cus- 
tomers hut was nut required to 
admit any wrongdoing. The com- 
pany shut dawn its original Weh site 
but remains in business. iThe firm 
did not return phone calls from Na- 
tifrn's Baxitti'sx. > 

Nonetheless, when consumers were 
complaining about the Florida travel com- 
pany, travel-agency owner John Werner of 
Hoffman Estates, III., bore some of the 
brunt. Werner has no connection with the 
Florida company or with any of its travel 
offers. But his agency. like the Florida 
Sim's, is called Travel Group Interna- 
tional, and it had just established its own 
Web site last spring when it started to get 
calls from customers who had Ixtoked trips 
with the Florida company. At the peak of 
the confusion, Werner's agency was field- 
ing a dozen calls a day. 

"They were trying to call this company 
to back out of the deal, but they couldn't 
find any way to contact it," Werner says. 
"Most people weren't rude to us. ... For the 
most part we weren't dealing with angry 
people. They were just frustrated." 




Kven so, the number of calls was a nui- 
sance for Illinois-based Travel Group Inter- 
national, and the potential threat to the 
firms gmxi name was even more troubling. 

Werner, Travel Group's president, re- 
sponded by contacting On II t inois State [ *i >- 
lice and the Florida attorney general's of- 
fice, but he was informed that there wasn't 
much that could be done about the elec- 
tronic offers. 

Florida officials told Werner that they 
had received more than 100 complaints 
about the Florida-based TVavel Group In- 
ternational, he says, and that the company 
was licensed to do business in the state. 
They further told him, he says, that since 
he wasn't a customer of the Florida firm, 
they could not act on his complaint; nei- 
ther could they do anything about the 



firms name, which is registered in Florida. 

Werner took what actions he could on 
his own. He added a disclaimer to his Web 
site to tell visitors the two travel firms are 
not affiliated. Thai helped to cut down on 
the number of calls and e-mails, but 
Werner and his employees are still ex- 
plaining the situation to customers al- 
legedly duped by the Florida-based offers. 

Schemes Of The Past Resurface 

The free vacation is just one of many ques- 
tionable or fraudulent offers that are pro- 
liferating on the Internet. In fact, experts 
say, the Internet is driving the comeback 
of many of the oldest business scams, in- 
cluding investment fraud, business-oppor- 
tunity deceptions, and pyramid schemes. 
"A lot of the old frauds are oner again 
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TraveJ-ageney owner .M n Werner im«< m irfak- 
mly targeted— via the Internet— by another 
agency's customers voicing complaints about 
dubious practices. 



alive and well/ 1 says Jodie Bernstein, di- 
rector of the Bureau of Consumer Pro tec* 
tion at the Federal Trade Commission 
(FTC). "Pyramid schemes are the best ex- 
ample of that. We'd seen that they had 
largely disappeared. But with the advent 
of the Internet, they- ve reappeared " 

Bernstein says the Internet has made it 
possible for fraudulent operators to reach 
people worldwide easily and inexpensively 
using Internet devices such as Web sites, 
chat rooms, e-mail t and newsgroups. And 
the Internet's anonymous and global na- 
ture has created new challenges lor gov- 
ernment regulatory and law-enforcement 
agencies to trace culprits. 

Since 1994, the FTC has brought 58 en- 
forcement actions — lawsuits or warnings 
that resulted in settlements — in its efforts 
to combat Internet-based fraud. But the 
amount of fraud and the number of com- 
plaints are growing as rapidly as the In- 
ternet itself. 

In February, the FTC and law-enforce- 
ment agencies in 14 states sued 43 credit- 
repair firms on grounds that they were of- 
fering to issue new Social Security 
numbers to people with bad credit so they 
could establish new credit files. 

In December, online auction house eBay 
Inc. in San Jose, Calif., suspended a user 
who was under investigation for allegedly 
taking more than $30,000 from pur- 
chasers of auction items and not deliver- 
ing the goods. 



Last fall, the U.S. Securities and Ex- 
change Commission filed charges against 
more than 40 defendants who allegedly 
were being paid by companies to tout their 
stocks over the Internet . 

The Range 01 Deceits 

Most Internet users have seen offers that 
sound too good to be true. Every day, mil- 
lions of people receive e-mail messages 
whose senders are promoting business op- 
portunities , investment offers, products, 
and services. It's tough to tell the good 
from the bad. 

The Internet Fraud Watch (IFW), a unit 
of the Washington, D.C. -based National 
Consumers League, a consumer- protection 
organization, says the most prevalent In- 
ternet scams involve Web auctions, Inter- 
nei -service scams, sales of merchandise 
that is misrepresented or not delivered, 
pyramid schemes, business opportunities 
and franchises, work-at-home plans, credit- 
card issuing, and prizes and sweepstakes. 

Susan Grant, director of the IFW, says 
entrepreneurs are often the targets of busi- 
ness-opportunity and investment schemes 
that promise high returns for a small in- 
vestment or little 
effort. "Often, 
these promotions 
claim that it will 
be easy for you to 
set up shop and 
that they'll give 
you assistance in 
setting up shop," 
she says. "But 
those promises are 
not fulfilled." 

Grant says peo- 
ple victimized by 
supposedly rep- 
utable firms or in- 
dividuals they 
deal with via the 
Internet often 
dotrt ask the sorts 
of questions they 
would ask of com- 
panies they deal 
with in person or 
by phone. In many 
instances, the vic- 
tim doesn't even 
know the address 
or the phone num- 
ber of the company 

making the offer 

(See "How MrfTbBeA Victim," Page 45.) 

There's more to Internet scams than 
get-rich-quick schemes, however Small 
companies that sell products and services 
over the Internet can be scammed by their 
own customers. 

Credit-card fraud is fast becoming a 
major problem for small firms, says Audri 




Victims o\ f aliened ftvud hij Internet eontfHinies 
sometimes ask tot) few (fiiext ions, satin Susan 
(Itvni dinrtorofthe Internet Fraud Watch a 
cnrtsfittter-onrntea 1 tnynnizatitm. 



Lanford, CEO of Internet consulting firm 
NETrageous Inc. in Olney, Md. Lanford, 
co-editor of Internet Scambusters 
(u>iea\xvnmlmsterx.ortf\ t a Web site and e- 
mail newsletter, says: "Most people, when 
they think about credit-card fraud, think 
atxmt consumers. In fact, that doesn't hap- 
pen that often." 

Lanford says credit-card fraud is a prob- 
lem for small firms because people can 
easily order and pay for products on a 
company's Web site using stolen credit- 
card numbers or cards obtained in some- 
one else s name. It's difficult to verify a 
customer's identity on the Internet. In 
many instances, the buyer merely has the 
products shipped to a location other than 
the billing address. 

That happened twice to NETrageous, but 
the firm spotted the problem and stopped 
shipment on the second order, Lanford 
says, NETrageous lost $500, but many 
small firms get taken for up to $50,000 
with little chance of getting t he money 

"The Merchant Gets Stuck" 

"There's much more protection lor con- 
sumer stores" that are not on the Internet 
and are victims of 
credit-card fraud, 
Lanford says. 
"But on the Inter- 
net, the merchant 
gets stuck with 
the charges." 

Lanford recom- 
mends that com- 
panies take steps 
to protect them- 
selves, verifying 
the customers ad- 
dress against the 
hilling address and 
requiring the cus- 
tomer to provide 
an e-mail address. 

Companies that 
have been victims 
of Internet scams 
may have a hard 
time getting their 
money back. Lan- 
ford says local po- 
ller departments 
are reluctant to 
handle Internet 
scam cases unless 
there's a lot of 
money at stake. 
The chances of getting help are better at 
federal and slate agencies that have experi- 
ence dealing with Internet fraud. The IFW 
has a toll-free telephone number and a Web 
site where fraud cases can be reported. The 
IFW forwards such reports to the fTC. the 
Justice Department, and state agencies. 
The FTC's Bernstein says federal and 
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state agencies are collaborating to Eight 
Internet scams. The FTC's consumer- 
response center {wtctv.ftcjj<m or 202-382- 
4357) takes customer complaints by phone 
and over the Internet, The agency also ed- 
ucates the public about Internet stains by 
providing information on its Web site . 

To further inform consumers, the FTC 
has put up teaser sites on the Web that re- 
semble those of fraud perpetrators. Visitors 
to these sites find information about Inter- 
net fraud and links to the main FTC site. 

Multiple Paths Of Attack 

The FTC and other agencies are also at- 
tacking Internet fraud on a number of 
other fronts. Each month, investigators 
from the FTC, the Justice Department, 
the FBI, and the SEC spend a day on the 
Internet looking for evidence of specific 
types of fraud. These "surf days" enable 
the agencies to pinpoint fraudulent opera- 
tors quickly and gather evidence to stop 
their activities. 

Bernstein say- I he FTC moves quickly 
against alleged fraud operators it discovers 
by suing them and asking the courts to 
freeze their assets and issue restraining or- 
ders to keep them from doing business. 

Last year the FTC took just 30 days to 
file suit against two New York firms that 
were using software to u hijack" users' In- 



How Not To Be 



The Internet can be a great source of busi- 
ness opportunities, hut sometimes its hard 
to tell the legitimate companies from the 
fraudulent ones. Let common sense be your 
guide. The Internet Fraud Wateh, part of 
the Washington, D.C.-based National Con- 
sumers League, offers the following tips: 

■ Do business with companies you 
know and trust Beware of companies that 
don't provide a telephone number or mail- 
ing address. These firms could be in other 
states or other countries, which makes it 
more difficult to locate them or to resolve 
disputes. Be sure to verify the phone num- 
ber and address. 

■ Understand the offer. Ask for detailed 
information about products, services, or 
other offei-s before buying or investing. 
Companies should state what is being 
sold, the price, delivery 1 dates, the return 
or cancellation policy, and any guarantee. 
Keep a record, 

■ Check on the company. Ask state or 
local consumer protection agencies to see 
if the company lias a business license. 
Check with Better Business Bureaus and 
consumer agencies about the company's 
complaint record. 



ternet connections and reconnect them 
through an international long-distance 
number based in Moldova, a nation in 
Eastern Europe. The companies agreed to 
refund $2.74 million to 38,000 consumers. 

Most of the cases the FTC pursues are 
settled without going to trial. But the 
agency has won some big judgments. The 
biggest court victory to date was against 
the Fortuna Alliance, which ran a Web- 
based investment program. In February 
1997, Fortuna Alliance agreed to refund 
$5,5 million to more than 15,000 in- 
vestors. 

The FTC alleges that Fortuna Alliance 
was an illegal pyramid scheme that 
promised in- 
vestors they 
could make up 
to $5,000 a 
month in ex- 
change for a mar- 
keting fee of up to 
$1,750 at the start 
plus monthly fees. 

Last July, a federal 
court in Seattle issued 
a contempt citation 
against Fortuna Al 
lianoe for failing to pro- 
vide full refunds to all 
investors, and it ordered 



the firm to pay an additional $2.2 million to 
provide refunds. 

Because many fraud operators are based 
overseas, the FTC is also working with 
law-enforcement agencies in other coun- 
tries. "This is a global medium, and fraud 
operators can be anywhere,* Bernstein 
says. 
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■ Don't pro\ide hank- 
account, credit-card, or So- 
cial Security numbers or 
other personal informa- 
tion unless you know the 
company is legitimate and 

you understand t he terms of the sale. 

■ Take your time to decide. Some compa- 
nies operating on the Internet urge people 
to act quickly to take advantage of a lim- 
ited-time offer. Don't rush into anything, 

■ Be aware of the difference between 
private sales and sales by a business. 
Sales by individuals are not regulated in 
the same way as sales by businesses. As a 
result, it may be more difficult to settle 
disputes with individuals. 

■ Fby by credit card Many people who 
fear giving out their credit-card numbers 
online think nothing of writing a check to 
someone they met on the Internet Yet if 
they pay by credit card, they stand a better 
chance of keeping their money if a problem 
arises. Credit-card companies don't require 
customers to pay for a disputed charge 
while it is being investigated. 

■ Don't judge a company by the appear- 
ance of its World Wide Web site. A well-de- 




mall-business owners who suspect 
they are victims of Internet fraud 
should contact the FTC and their 
state attorney generals office or con- 
sumer-affairs department. 

These agencies will ask for detailed infor- 
mation on a firm's transactions with an al- 
legedly fraud- 
ulent company, 
such as photo- 
copies of can- 
celed checks and 
written agree- 
ments and the e- 
mail or Web ad- 
dress from which 
the offer was made. 
Such facts can pro- 
vide evidence for pur- 
suing suspected cases 
of fraud and can qual ify 
firms for any refunds 
won in a lawsuit w 



signed Web site doesn't 
necessarily mean a com- 
pany is legitimate, 

■ People online are not 
always what they seem. 
Its tempting to respond to 
information una advice given by partici- 
pants in online chat rooms and news- 
groups. But these individuals may be 
working for sham companies. 

■ Beware of unsolicited commercial e- 
mail. Many offers in such e-mail turn out 
to be bogus. In many cases, companies 
conceal their identity and don't provide 
their return e-mail address, 

■ Don't download software programs 
from unfamiliar Web sites. On many Web 
sites, users are asked to download software 
that will supposedly let them see videos, 
hear music, or let them see pages faster. In- 
stead, these files can contain computer 
viruses or so-called Trojan-horse programs 
that reconnect users to the Internet using 
international phone numbers. 

For more information or to report a sus- 
pected Internet scam, contact the Internet 
Fraud Watch at 1-800-876-7060 or 
inmifrtntdortj. 
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Where I Stand 



On Small-Business Issues 

lllhat level of priority should Congress place on issues that could affect your 
■111 business? Weigh each issue below, then indicate the priority you believe 
mm each deserves. 

Results of this poll will Im* puhlt.-lu-d ,n i hi -Iujj*- i— u. <a V , ^/m and 
will be forwarded to administration officials and congressional leaders. Send the 
attached, postage-paid Reader Response Card. Or circle your answers and Fax this 
page to (202) 463-6636. lb respond via the Internet, go to mrmnhmugxfmi and 
click on "Poll; 



1 



Independent Contractors: Further clarify the distinction 
between employees and workers hired only tor specific 
projects. 



1 . High priority 

2. Medium priority 

3. Low priority 




2 Social Security: Ensure that any reforms do not burden 
small firms with higher taxes or new and expensive 
administrative duties. 

1 . High priority 

2. Medium priority 

3. Low priority 



3 Health-Care Deduction: Accelerate the five-year phase-in 
of full deductibility of health-insurance costs for the 
self-employed— to match immediately the 100 percent 
deduction for companies with employees. 

t High priority 

2. Medium priority 

3. Low pnority 





w A Estate Taxes: Accelerate the 10-year phase-in of an 
4 increase in the estate-tax exemption to $1 mill ton. 

1. High priority 

2. Medium priority 

3. Low priority 


C Year 2000 Problem: Provide tederal protections to limit 
D liability if there are legal actions resulting from Y2K 
problems, 

1. High pnority 

2. Medium priority 

3. Low pnority 






C Federal Mandates: Ensure that any new federal laws do 
0 not impose additional costs and requirements on small 
businesses. 

1 . High priority 
% Medium pnority 

3. Low priority \ 
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February Poll Results 

On Legislative 
Priorities 



|Ry large majorities, Nation's Business 
m% readers who responded to the Where I 
mm Stand poll in the February issue believe 
that taxation is the area of governmen t 
most in need of reform, whether it's the 
taxes themselves or tax-collection rules. 

Specifically, respondents cited estate 
taxes, capital-gains taxes, and the marriage 
penalty as areas they most want changed. 

Here are the complete results of the poll: 

Have the impeachment proceedings made you 
more or less interested in the work of Congress? 

More interested 41% 
Less interested 24 
No change 35 

If U.S. economic growth slows more than ex- 
pected this year should Congress take action 
to stimulate the economy? 

Yes 36% 
No 49 
Undecided 15 

Which one of these areas is most in need of 
reform by Congress? 

Tax code 63% 

Social Security 13 

Federal regulations 12 

Labor laws 3 

Healthcare 6 

Education 3 

Which one of these actions would be most 
helpful to you and your business? 

Reforming estate-tax jaw 26% 
Reducing capital-gains taxes 30 
Increasing flexibility in complying 

with regulations 25 
Accelerating the timetable leading 

to full deductibility of healthn^re 

costs for the seif -employed 14 
Further clarifying the rules or 

independent contractors 5 

Which one of these taxes would you most pre- 
fer to see reduced or eliminated? 



Capital-gains tax 
Marriage penalty 
Estate tax 

Alternative minimum tax 
Other 



32% 
22 
35 
5 



What one area of federal regulation is most in 
need ol reform? 

The environment 10% 
Wbrtcptace safety and heafth 6 
Labor relations 5 

Taxes 73 
Transportation 1 
General business practices 5 
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Why Women Are 
Chosen To Lead 



More mid more y mvners of 
fam ily firms are handing 
their daughter the reins 
oflemlershi}x 



By Skanm Nelimi 




If you call a family business and ask for 
the CEO, dont be surprised if a woman 
comes on the line. More and more, 
wives and daughters are rising to the 
leadership of family firms— even in some of 
the most male-dominated industries. 

Take Karen Elin Johnson, for example. 
She runs Roughneck Con- 
crete Drilling & Sawing Co t , 
Inc., a Morton Grove, 111., 
business thai she took over 
from her father in 1994* Or 
consider Helen E. Dragas, 
who in 1996 succeeded her 
father as CEO of The Dra- 
gas Cos. in Virginia Beach, 
Va. The $20 million firms 
core business is residential 
construction. 

Johnsons company cuts 
concrete for clients such as 
electrical, plumbing, and 
general contractors. Asked 
what she thinks her father, 
Edward C. Johnson, saw in 
her that made him believe 
she could run such a busi- 
ness, she answers, "Probably 
determination, intelligence, 
persistence, and honesty/ 

Dragas* path to leader- 
ship started when she was 
around 10 years old and her 
father, George Dragas Jr., 
began spending a lot of 
time with her, pursuing 
hobbies and other activities, 
M I'd j o k e with h i r?i I d sa y 
Tin your only son/* says 
Dragas. the second of four 
daughters, "because I was 
the one who always worked 
on cars with him, worked 
on boats with him, did the 
things that you would typically think n fa- 
ther would do with a son rather than a 
daughter- He always encouraged me to 
learn business and economics in school, 
and he conveyed a lot of his business prin- 
ciples to me just through the time we 
spent together." 

A Different World 

TVenty years ago, there was hardly any 
place for women in most family busi- 
nesses. Or if there was, it was behind the 



scenes. The rule of primogeniture— award- 
ing inheritance exclusively to the firstborn 
son — prevailed, and daughters were rarely 
seen as potential successors. 

When the male CEO died and there was 
no son to take oven the family business s 
advisers often discouraged his widow from 



cepting the idea that t here's a rule of pri- 
mogeniture." 

While there's still a feeling in family busi- 
nesses that the son mast be considered for 
leadership, Leslie Dashcw. who has ix*on a 
consultant to family firms for 16 years, says 
that now, "young women by and large feel 




Unless you're sure ym W like the top job in yourfamiltfs pnn. Eft not worth taking cm, aqp Karen BHsn Johnson, 
( KO of Ronghm vk ( 'onrnU Drilling A* Sutriutj in Marlon Gntt% Hi; n-ith her is rntjtlouir .If a Mtnin 



running the company and instead encour- 
aged her to sell it. 

Today however, family-business experts 
are seeing a wave of change. Women have 
gone from "invisible to invincible," says 
Fredda Herz Brown, managing partner of 
The Metropolitan Group, a Leonia, N.J., 
consulting firm that deals with family- 
owned and closely held businesses. 

Women are willing to take on more re- 
sponsibility than before, she notes, adding 
that "many more young women are not ao 



that if they want to go into the family busi- 
ness theop|Kiiltinity is there." 

Dashew, an Atlanta-based partner in 
the Aspen Kamily Business Group in Col- 
orado, says these women really must ask 
themselves: "What is it I want to do and 
what role do I want to play?" 

Two years ago. the Arthur Andersen/ 
MassMutual Kamily Business Survey '97 
showed that 5 percent of the 3,03.3 com pa - 
nies polled had a woman as CEO and one- 
fourth of the respondents said that the next 
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End Your internet 
Anxieties Now 
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Outlook For 99 

Although the 
U.S. mmomv is 
generally on solid 
pround. there's sill 
uneasiness about 
the year ahead. 
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Sizing Up The 
Megabanks 

Smjtll-business 
owners are uneasy 
with the wave of 
mergers in the 
fifmncial-services 
industry, btit there 
are ways for them to 
restore iiolkl 
banking relation- 
al litis. 
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Small Firms 1 Slake 
In Social Security 
Reform 

Smalt-company 
owners could face 
new burdens if 
Congress fails 
to keep entre- 
praieurs 1 interests 
in mind. 
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FAMILY BUSINESS 



CEO might be a woman. Still others said 
they expected that their firms would be led 
by co-CEOs in the next generation and that 
one of the co-CEOs might be a woman- 

"Becoming A Nonissue" 

The continuing expansion of women's roles 
is one of the "megatrends 3 ' in family busi- 
ness identified by Craig £. Aronoff in an ar- 
ticle in the September 1998 issue of Family 
fjttxim-ss ftt nrtt: a research journal. 

Aronoff, founder of the Family Enterprise 
Center at Kennesaw State University in 
Kennesaw, Gel, and a regular contributor 
to this magazine, WTites that although gen- 
der issues haven't disappeared, *in more 
and more families and in family businesses 
in general, gender is becoming a nonissue 
as it relates to leadership, ownership, and 
participation/" 

In fact, some of the country's largest 
family businesses are run by women. 
Among them is Marilyn Carlson Nelson at 
Minneapolis-based Carlson Cos,, a travel, 
hospitality and marketing-services con- 
glomerate with $7,8 billion in annual rev- 
enues. Another is Loida Nicolas Lewis, 
who, after the death of her husband, Regi- 
nald F. Lewis, in 1993, succeeded him as 
CEO of TLC Beatrice, a New York City- 
based grocery-products manufacturer with 
estimated 1998 sales of $322 million. Also 
in the group is Patricia Moran, president 
of JM Family Enterprises in Deerfield 
Beach, Fla., a holding company for South- 
east Toyota Distributors and other auto- 
related companies. Its 1998 revenues are 
estimated at %1 billion. 

Dashew sees women assuming leader- 
ship roles in three spheres: 

■ Management of the business. This is 
an area where women are playing more 
key roll's. 

■ Ownership of the business. Even 
though a woman may not work in the 
business, she may own shares in it, "More 
and more women are seeing that they 
need to take the responsibility to be active 
board members and active stewards of 
their assets * says Dashew. 

■ The family itself. Many women, 
Dashew says, are beginning to recognize 
that they can play a leadership role in 
areas such as a family council or family 
philanthropy 

Where Similarities End 

Although there are some important simi- 
larities in the stories of Johnson of Rough- 
neck Concrete and home builder Dragas, 
there are also significant differences. 

Each one's father encouraged her inter- 
est in the business. Neither father was 
overprotective of the daughter once she 
joined the firm. And each father let his 
daughter run the show once she was 
named CEO — the surest sign of support 



Armed with a bachelor's degree and a 
paralegal certificate, Johnson held several 
jobs outside the family business before she 
accepted her fathers invitation to join 
Roughneck nine years ago. 

Once in the company, she enrolled in a 
nine-month entrepreneurial program at 
the University of Illinois. Her lather made 
sure she learned how to operate the com- 
pany's equipment which, she says, helped 
her learn how to estimate the jobs. 
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Johnson, 36, owns 200 percent of Rough- 
neck. She has two brothers and a sister, all 
pursuing careers in other fields. One 
brother is a chef. *We always joke about the 
fact that we reversed roles," she says, 

Since she took over Roughneck, Johnson 
has seen annual revenues grow to $3.1 
million from $2 million, 

Dragas, 37, began working in the family 
business in summer jobs as m young 
teenager, and after earning an undergrad- 
uate degree in economics and foreign af- 
fairs, she ran the company's marketing de- 
partment for two years. 

Dragas enrolled as a graduate business 
student in The Darden School at the Uni- 
versity of Virginia, not knowing whether 
she would return to the family firm. By 
the time she received her MBA two years 
later, in 1<>SS, her decision to return was 
clear. "Certainly when I looked at the al- 
ternatives, it was a very easy decision," 
she says. *I got a lot of responsibility very 
young, and a lot of autonomy." 
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She ran the businesses mortgage com- 
pany for seven years, buying it from her fa- 
ther after lour. Today she's also a 4<> per- 
cent owner of the building company, while 
her three sisters— all of them at home rais- 
ing families— <sw n the other 60 percent. 

Juggling personal and private lives is a 
big issue with women in family firms, and 
Johnson and Dragas have dealt with it in 
far different w ays 

Johnson is single, has w a wonderful 
boyfriend," and is good about leaving work 
k'hind at the office, she says. Nonetheless, 
she adds. "I do find, for myself a big strug- 
gle in trying to figure out how I can possi- 
bly have a family and still do what I'm 
doing, because I do feel that this industry is 
extremely competitive and demanding." 

Married to tax and estate lawyer Lewis 
Webb III, Dragas is expecting her third 
baby this summer The other children are 
2¥i and 4, and Dragas says her "fantastic 
nanny," Pamela Nicol, "provides invaluable 
support" Dragas also has a backup nanny; 
and in emergencies her sisters help out, 

Dragas says her father has "always en- 
couraged my sisters and everyone else to 
I sort of pitch in and give me a hand be- 
cause what I'm doing Iwnefits evei'vi^idy." 

History's Influences 

A confluence of events over the past 25 or 
so years has resulted in the rise of women 
in family businesses in the 1990s. Begin- 
ning in the mid-1970s, women began 
going to business school and earning 
MBAs as never before and then building 
on their education with work experience. 

As a result there's now a larger pool of 
daughters with valuable business back- 
grounds—a welcome sight in today's tight 
labor market 

Most fathers today want their daugh- 
ters to get the Im'sI opportunities and all 
the education that they can, notes Patricia 
ML Cole, founding director of the Institute 
for Family Business at Nova Southeastern 
University in Fort Lauderdale, Fla. Fa- 
thers. she continues, "have realized how 
much their daughters need a layer of 
armor to go out, because they are going to 
have to be working. They're not going to 
just get married and live on one income. 
Those days are over" 

The increase in the number of women in 
the workplace or starting their own busi- 
' nesses has demonstrated to men who own 
businesses that women can be both man- 
I agers and mothers, making the idea of 
daughters in business more acceptable. 

Generational Differences 

With roles changing so rapidly, this is a 
confusing time for men and women in 
family businesses. Older family mem- 
bers may still wish their daughters were 
I home looking after the grandchildren. 
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*The issue of children does not go away" 
says Cole, The old saying is that in a fam- 
ily business, the woman's parents are 
telling her to give them grandchildren— 
then they're asking when she's coming back 
to work." 

Women in male-dominated industries 
may encounter resistance herause of their 
gender. When Johnson joined Roughneck, 
she (bund that some of the male employees 
resented her, and she had to prove she 
could do the job before she could win them 
over. The man responsible for purchasing 
at one client company refused to do busi- 
ness with Roughneck alter she took over— 
a problem that disappeared when the man 
retired last year. 

Some women CEOs 
still experience re- 
sentment from broth- 
ers who felt entitled 
to the leadership role. 
On the other hand, 
says consultant 
Dashew t there are 
sons who really don't 
want to take over the 
family business and 
who feel relieved 
when there's a sister 
to step in. 

Fa mi I v- bus in ess 
experts are also say- 
ing that cross-gender 
successions—from fa- 
ther to daughter or 
from mother to son- 
appear to go more 
smoothly than same- 
gender transitions, 
alt hough I hey cau- 
tion that it's too soon 
to generalize. With 
the more common fa- 
ther-to-son transi- 
tions, however, they see more confronta- 
tion and turf wars than with father-to- 
daughter successions. 

W^hat wisdom can be offered to se- 
nior-generation leaders who may 
wish to consider daughters as pos- 
sible success, i^? And to daughters 
who aspire to family-business leadership? 
The husiness owners and experts inter- 
viewed for this (toy ofler this advice: 

To Parents: 

"Objectify the process,** suggests consul- 
tant Herz Brown. First, let the children— 
sons as well as daughters — "take back 
their own career training," she says. Let 
them decide how they want their career 
path to go, and set up an executive-devel- 
opment program of training, experiences, 
skill development, and mentoring to help 
them get where they want to go. 



"My father ... gave 
me the authority, and 
then he stepped back." 
A successor's biggest 
problem is a founder 
who wants to "hang 
around and micro- 
manage and make sure 
that the successor isn't 
going to make the 
smallest mistake." 



Second, identify people in the organiza- 
tion who can accurately evaluate the chil- 
dren's performance. 

Last, have others — such as members of 
an advisory council or board of directors- 
make the final selection of the successor, 

"There's no way you can choose a suc- 
cessor among your children where your 
children aren't going to see it as you choos- 
ing the favorite," says Herz Brown. 

Once the new CEO takes over t says 
builder Dragas, really step aside. "My fa- 
ther is a textbook example of someone 
who knows the right way to manage a 
transition like that," she says. "He gave 
me the authority, and then he stepped 
back" 

The biggest prob- 
lem for a successor, 
male or female, she 
says, is a founder 
who wants lo iiang 
around and micro- 
manage and make 
sure that the succes- 
sor isn't going to 
make the smallest 
mistake." 



MARK YOUR / 
CALENDAR V 



—Home Builder Helen L Oragas 
CEO, Die Dragas Cos, 




To Daughters: 

Be sure that being in 
a leadership role will 
make you happy. u If 
you don t think you 
could be happy doing 
that, then it's not 
worth it because it's 
a lot of work," says 
Roughneck Con- 
cretes Johnson. 

Make your goals 
known, and do 
what it takes to 
prepare for the role 
you want. Both 
Johnson and Dragas got the education 
they needed. Johnson got outside work 
experience and belongs to industry or- 
ganizations, where she continues to 
learn informally. 

Don't lose sight of the bottom line. It's 
easy for women to get caught up in the 
management r>f peopbj say* Her/ Brown. 
And while that's extremely important, she 
says, "if you can't prove that you can be 
profit-oriented and know r what's going on 
on the bottom line, you're not going to 
make it to the successor level." 

Women now have their best chances 
ever of winning the top spots in family 
businesses. But it's not a matter of par- 
ents giving iheir daughters more opportu- 
nities or other people making it easier for 
women, cautions consultant Dashew 

The women themselves, she says, have 
"to step up to the plate and learn what 
they need to learn and take the risk." ■ 



April 8, Philadelphia 



"Strategic Tools for CEOs of Family Busi- 
nesses** is a program of the Delaware 
Family Business Center. Call Henry Lan- 



April B -9, Birmingham. Ala, 



"New Estate-Planning Strategies for the 
Closely Held Bank" is □ seminar for bank 
owners, directors, and officers who want to 
preserve their hanks for future generations. 
To be repeated in Des Moines, Iowa, on 
May 17- IK, and Missoula, Mont., dune 1-^ 
(all tin* Nal tonal Institute for Com muni tv 
Banking at 1-888-728-3265, Ext 303. 



April 15. New Brunswick. N.J. 



"Same-Gender Parent- Chi Id Relation- 1 
ships in Family Business" features psy- 
chotherapist Edward P. Monte. Call 
David Niemeyer, director of the Rutgers 
University Family Business Forum, at | 
(732)445-7504, Ext. 21. 



April 20, Toledo, Ohio 



"Beyond the Second Generation— Sibling 
Teams and Cousin Syndicates" is a morn- 
ing program of the University of Toledo 
Center for Family Business, Call Debbe 
Skutch at i419 1 530405*. 



April 30-May 2> Chamberlain. S.D. 



"Family Business: Launching into the 
New Millennium" is the theme of the sev- 
enth annual Prairie Family Business Con- 
ference. The program includes sessions for 
children as well as adults. Call Clark 
Hammond of the South Dakota Family 
Business Initiative at ufOa i l»77-51li:j. 



May 5-7. Orlando, Ha. 



"Managing Succession Without Conflict" is 
a seminar featuring two nationally known 
family-business experts. Leon A. Danco 
and John U Ward. To be repeated in No- 
vemt>er. Call Ross Nager of the Arthur An- 
dersen Center for Family Business at 1- 
81X1-924-2770. 



May 15. Los Angeles 



"Understanding Your Family Business" is 
an all-day forum sponsored by the Univer- 
sity of Southern California Family Business 
IVngranU:;dl* 213)74043416. 



June 1446. Cambridge. Mass, 



"Using the Systems Approach" is an inten- 
sive program for family-business advisers, 
Call the Cambridge Center for Creative 
Enterprise at 1-800-531-5755. 



A 
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FAMILY BUSINESS 



Case Study: Differing Over An Opportunity 



Donna Taylor, a certified public accoun- 
tant, has a dilemma. Her clients, Bemie 
and Polly Wheelen are an unbeatable fa- 
ther-daughter partnership at Wheeler 
Flooring, their family-owned chain of 
flooring-distribution centers. 

Three months ago, the company ac- 
quired another small chain, positioning 
the flooring chain as the region's largest 
and best-known. Now, unexpectedly, they 
have an opportunity to acquire yet an- 
other chain with identical products in an 
abutting region. The two acquisitions 
would double the company's annual rev- 
enues to $30 million and make Wheeler 

Response! 



Flooring one of the nation's largest floor- 
covering distributors. 

The second acquisition would mean a 
great opportunity for increased sales and 
market control but would also require a 
substantial increase in inventory and re- 
ceivables. 

Donna. 42, has been the company's most 
trusted outside adviser for eight years. 
She has a strong relationship with both 
Bemie, 55, the firm's president, and Polly. 



n't Advocate 
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Donna's role is to provide quality service to 
all three. When an adviser represents a 
family business, it is common to have both 
the business and its principals as clients. 

Each client may require different, and at 
times conflicting, services to achieve the ob- 
jectives of each. Each client will assume 
Donna is providing the services that each 
requires unless there is an understanding 
otherwise. 

If the clients' interests conflict with one 
another, it would be appropriate for the ad- 
^^^^^^^^^ viser to inform all par- 
ties of the conflict. So 
far, the facts in the Wheeler Flooring case do 
not present a professional conflict for Donna 
because no one is requesting that she act as 
an advocate or arbitrator. 

For Donna to provide quality service— not 
advocacy — all the clients should be fully in- 
formed of their options, risks, and opportuni- 
ties. Donna needs to make all parlies aware 
of the investment risks and potential re- 
wards. 

This might include designing a risk/reward 
analysis for the business, for Bernie, and for 
Polly. Bernie should be advised of the impact 
of the investment on his personal liquidity as 
he approaches retire- 
ment. All parties 
should be advised of 
the increased manage- 
ment pressures associ- 
ated with rapid growth 
and of the impact such 
growth will have on 
persona] lifestyles. 
If Donna cannot be of assistance to a 
cheat for any reason, she should explain 
why and advise that client to seek further 
assistance. If requested to do so and if it s 




33, who is executive vice president and 
who will succeed her father as leader and 
owner of the company. 

Bernie and Donna think the consolidated 
pro forma financial statements of the sec- 
ond company look good and support the ad- 
ditional acquisition. But Polly, who has 
been told by her father that the decision is 
hers, is concerned. She is not sure that 
such a major risk is right just now. Both 
she and Bemie look to Donna for support. 

Donna is unsure what her role should 
be at this point u Tb whom am I account- 
able?" she wonders. "To Bernie or Polly or 
the company?" 



Response 2 



Offer Broad Counsel 
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appropriate, she can provide referrals. 



This scries presents actual family-business 
dilemmas, commented on by members of 
the Family Firm Institute and edited by 
Paul I. Karofsky, executive director of the 
Northeastern University Center for Family 
Business in Dedham, Mass* Identities are 
changed to protect family privacy. TTie au- 
thors' opinions do not necessarily reflect 
the views of the institute. Copyright ® by 
the Family Firm Institute* Boston. You can 
comment on this case study on the World 
Wide Web at wtcirJfi.tayifitrunui.htmL 



Donna's role here is no different from what 
it has always been. Her financial advice is 
a given. However, she can do much more 
than provide financial counsel 

CPAs arc often trusted advisers because 
of the wealth of experience that they can 
draw upon. Donna's value has come about 
in pail, because she can advise both father 
and daughter about their business, not just 
finances. She is accountable to all— father, 
daughter, and the business — and is in the 
position of advising Bernie and Polly not 
only as the managers 
but also as the owners. 
Donna should be an impartial adviser who 
helps her clients understand the deal from as 
many business angles as she can. For exam- 
ple, she can help Bernie understand that his 
confidence in Polly isn't enough and that 
Polly needs to be convinced that they are 
ready for a big growth spurt. She can also 
share "war stories" about what she has seen 
happen as companies digest acquisitions. 

Further, Donna can help Polly understand 
her own limitations. Not everyone is a risk 
taker. Polly's management style may differ 
from — yet complement— her dads. That may 
be why they look at the deal differently. 

An important con- 
sideration here is the 
impact that doubling 
in size will have on 
Wheeler Flooring and 
its employees. Donna can help the owners 
appreciate what opportunities and pitfalls 
such growth represents. 

For example, it is likely that more lop 
managers will be needed. Will they come 
from the acquisition or will they be new 
hires? Although Bernie and Polly work 
well together, are they ready to duplicate 
that team work with outsiders? 
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Generate Business Success Through 
Advanced Planning and Management 




Computer tlisk 
(Windows i 1,2. MAC) 

and 400-psge refer e nce 
guide, 

$89.<X) 

plus* 7.95 s/h 




How to 
Supervise 
People 



mini 

Slper\isc>as 
Handbook 




Video. VMS only. Kmminft 
time 42 minutes. In duties 
lompiinion uutii< u jsm-i tr and 
Su pers Kor's H ii n tU.M M>k . 

$99.95 

plus So v h 




Video running time 25 
minutes. Includes 
t o m | i li on a u d i ot ,i ss< 1 t 
.ind book. 

$99.95 

plm S6.SO s/h 



Publish your own manual 
and protect your company. 

EMPLOYEE MANUAL 
MAKER 

Stop problems before they occur by 
creating a company-specific manual 
that details your policies, procedures, 
and benefits. With over 140 ready-to- 
custom Ize documents to choose from, 
you'll not only satisfy legal requirements 
when you give each employee a manual, 
you'll nave better informed (and happier) 
employees and managers,.. and that 
means a smooth-running business. 
This is a must for anyone with five or 
more employees* 

Proven techniques 
for getting results 
through others. 

HOW TO 
SUPERVISE 
PEOPLE 

Leadership is the ultimate 
challenge for any 
supervisor... and often the 
key to an effective 
organization, l eadership 
requires skill, toughness, 
and sensitivity.,. and tlm 
acclaimed video shows you how to 
attain all three. You'll see how to use 
team building, delegation, and 
conflict resolution to become an 
outstanding superv isor 

Follow a proven systematic 
hiring process. 

HIRING THE BEST 

I his step-by-step program tackles the 
ins-and-outs of finding and hiring 
employees. Learn how to be proactive 
in the process, view resumes and ask 
questions that get results. I ips that can 
be used immediately include: Filling 
out a "Must-Have" worksheet for each 
job opening, reference checking and 

the Importance of listening during the 

interview. 



ft 

Employee 
Appraiser 



' omnuter cli^k iVMN 

IK)VVS :i-i/2) with over 

4im) writing s«niif>1cs 

$99.95 

plu% So %/U 




Video running Unit* 
4* minutes. Includes 
companion audio 
t.mette ,mi(] workbook. 

$99,95 

plus |6 s/h 



Better employee evaluations,., 
delivered in half the time. 

EMPLOYEE APPRAISER 

Avoid common prrfnrmaiur 
appraisal mistakes that can get you 
into legal difficulty. ..and ruffle 
employee leathers. Developed by 
labor law experts, this computer 
based program checks your 
documents for inappropriate 
language and not only offers advice 
on how to correct it, but gives you 
access to hundreds of professionally 
written phrases and paragraphs that can 
be personalized for your needs. You and 
your supervisors will cut review writing 
time in half! 



Become a first-rate 
su pen i son 

THE NEW 
SUPERVISOR: 
SKILLS FOR 

SUCCESS 



Here's everything you 
need to improve your 
leadership ability... make 
timeh . el let. tivv decisions ..manage change 
and time productively... communicate 
effectively so you can praise, criticize, and 
deal with conflict... build an effective work 
team.. . train people who work tor and with 
you...and enjoy your job! This is a career- 
building program. 




Includes 600 ready-to-select 
inteniew questions. 

HIRING TOP 
PERFORMERS 



t I) ROM 

$39.95 

plus S4.S4J s/h 



I tteuive hiring requires more than 

1 m I relying on a "gut feeling." To 
jfiftj consistent K hire top people, you 
need to use effective, proven 
techniques, Learn the techniques you 
can use to ensure that you hire the 
hghi people without wasting any 
time. This program covers the 
classified ads to the interviews, the fact- 
t hri king to the salary negotiations and can 
improve your skills in any area of the overall 
luring process. 



< \n inn iidi 1-800-638-6582 OR USE THE COL PON" 
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Business Planning, Safety, and Compliance 




Safe*Haii 

J Biakter 



Create a safe and healthy 
workplace ...Quickly and 
easily comply with OSHA, 
and avoid lawsuits! 

SAFE n PLAN 
BUILDER 



Here's everything you need to 
create a complete safety and 
health management plan. Select 
your industry, state, and work 
< ompuur disk practices and Safetyl'lan Huilder 

(Windows 3-1/2, MAC) will custom assemble your safety plan 
and 126-pagc reference manual for you in minutes, 
guide. 

$89.00 

plus* 7.95 s/h 




1,039 pages, 
loose-leaf, 
3- ring binder 

$189.00 

|iJu\ V* vh 



Workplace safety 
regulations and index 

1910 OSHA GUIDE 

This com pre hen si ve reference 
guide contains the full text of 29 
CFRPart 1910, Subparts A 
through Z, plus Part 1903 
Inspections and Part 1904 
Record keeping. It s printed in 20 
percent larger type than the t I k, 
and it's tab-divided and indexed 
lor quick reference. 
I h is guide works hand-in-hand 
with tin- { )SH A < ompliance 
Manual. 




292 pages, 
loose-liul 
i rin>{ binder 

$139.00 

pins NH >/h 



Essential checklists for OSHA. 
EPA & other key agencies — 

COMPLIANCE AUDITS 

Saves time and money by 
providing a "snapshot" of facility 
compliance through an easy-to- 
use audit program! It provides 
guidance on how to do a walk- 
around audit of your facility; takes 
you through the recordkeeping 
requirements; and provides 
information on OSHA and EPA, 
including how they do inspections 
and schedule penalties. 




Video running time 
4>i minutes. Includes 
companion audio- 
L.nsclH Jiul workbook 



$99.95 

plus $6 s/h 



Create a cooperative, 
highly productive team 
environment. 

EFFECTIVE 
TEAMWORK 

Teamwork is what makes 
businesses successful, Ideas 
and decisions are generated 
within teams and not from 
The top down as in the past. 
The Effective Teamwork 
video training program will 
show you: 

■ What teams are alt about and why the) 
arc important to y« iur < trgani/ation 

■ How to write a team constitution 
• How to develop ideas and make 

decisions 
» I low to run a team meeting 
Your entire work force will know how to 
maintain a cooperative, creative and 
highly productive team environment. 




Hnputcj 

Windows* 

$39.00 



Work smarter, not harder! 

SMART BUSINESS 
FORMS 

Smart Forms 97 is the most complete 
library of professionally prepared 
business forms ever assembled. With 
more than 2,500 powerful forms for 
almost every business need, Smart 
Tonus 97 is the quickest and easiest way 
to minimize liability and reduce legal 
costs. Ideal for small businesses wishing 
to project a corporate image. Plus, registered 
users can update their software for one year 
FREE via the Smart (inline Web site. 




i < mm | ml r r disk 
(3 1/2 Unulous 

$69.00 
plus S6 %/h 



Extensive library of legal forms 
and business letters. 

SMART ATTORNEY 

Improve your bottom line by reducing 
costly legal fees. With Smart Attorney, 
you can perform your own basic legal 
tasks With m< >rc than t,500 tortus and 
letters, Smart Attorney contains t lie 
most extensive collection of legal 
documents ever assembled. This 
software is specifically designed to cut 
overhead by performing basic legal tasks— you 
can start saving money tcxiay! 



CALL TO! 



MRU I" 800-638-6582 



OR USE THF COUPON ON THL LAST PA<iI 
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Customer Service and Management Skills 




planPro 



cmVViiuUjws W.*)» P Ml. Ml 

$99.95 

plus S7.5II s/h 



Create a business plan 
in seven easy steps! 

BUSINESS PLAN PRO 3.0 

1998 'Win IOO" winner from 
Windows Magazine! An easy-to-use 
business plan packet leatunn^ audio 
help on financial*, 20 sample plans, 
complete database of venture 
capitalists, customizable business 
charts and prolessionaUmkinR full 
COldl printouts. 

Kaled the # I business planning 
software by Windows Magazine, Home 
Office Computing, PC Magazine and 
more. 




Help your employees 
understand the secret to 
getting repeat business. 

THE POWER 
OF CUSTOMER 
SERVICE 

Customers often buy because 
ol I l ie quality of the service, 
rather than the quality of the 
product. Show employees 
how to deliv er the sen. ice 
that creates satisfied 
customers and turns around 
disgruntled customers. I Idp 
video, viis only. them deal with customers courteously 

Running time -is minutes. 0V cn when thev're under pressure. 
md^ocmeitc 11 '" 1 ' 011 Demonstrate how to communicate 
and workbook, concern and u .mpelence. Put your 

«OQ QC companv on the inside track to consumer 

pl^Ws/h confidence. 



A powerful customer 
retention tool! 




\ kk-o \ IIS onh . Running 
time 4S minutes. Includes 
companion aiuImm asselle 
and vsorklHH>k. 

$99.95 

l>I»« 16 s/h 



50 WAYS TO KEEP 
YOUR 

CUSTOMERS 

Fifty SUpef techniques that 
keep your customers — and 
employees — happy. You tan 
turn every customer into a 
lifelong client with this best- 
selling video workshop. Must 
viewing for owners, 
managers, saiespei ►pie, 
telemarketers, office staff — 
everyone who deals with 
customers in person or by 
phone. Segmented into eas\ 
viewing sections. 




< milliliter disk 
M 1/2 Windows! 

$99.00 

plus S6 s/h 



The BEST business plan program. 

SMART BUSINESS PLAN 

The foundation of every successful 
business is a rock-solid business plan— 
and we've made it fast, easy, and (cm >]- 
proof- lust follow the simple steps to 
build a plan that will impress even the 
most critical banker or investor. 
Complete with professional-looking 
charts and graphs based on standards 
recognized throughout the industry. 
This software includes its own word processor, 
spreadsheet, graph generator, and sample 
plans. 



Exceptional 
Customer 



Service 



% % % 



I our videos, V MS nuts . 
Running time 212 
minutes. Iik links 
40 -pajje workbook, 

$299.95 

pins S6 s/h 



Customer 



Quick sen ice doesn't 
have to mean poor 
sen ice. 

HOW TO GIVE 
EXCEPTIONAL 
CUSTOMER 
SERVICE 




See for yourself how easy it is 
u » serve customers quickly but 
still leave them feeling 
pampered. Watch how easy it 
is to enforce company 
policy without turning off 
customers. This video series 
will help you make every customer 
contact more pleasurable and profitable; 
you'll build a base of customer devotion, 
loyalty , and rejx'at business 



II you need to learn 
about accounting, 
finance, and 
budgeting... here are 
the answers! 



FINANCE FOR 

N0NFINANCIVL 

PROFESSIONALS 



I href s kleos \ MS only. 
Rutin inn time 2 i\ 
minutes, tut hides 4&-page 
tsorkta »ok 

$249.95 

plus S6 */h 



Make more confident and 
well-informed decisions in 
money matters, lXdiver analyses and 
reports that demonstrate your control of 
your business. This exceptional video 
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of finance, including accrual vs. cash 
reporting; direct and fixed costs; tests i< n 
liquidity, leverage, and solvency; 
revenue projections, and more. 



CALL TOLL FREE 1 "800 "638*6582 

OR VSh THE C OUPON ON THE LAST PAGE 



OKDI-.K NOW! < \l I lOI I I Kl I 1-800-638-6582 



SALES 
LetterWorks 



308 expert letters 
that generate sales 
and profits. 
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LetterWorks 




No matter what your 
business is or whom 
you're trying to 
convince, you'll find 
the perfect letter for 
virtually every selling situation. CalJ up 
customizable letters that cover even* aspect 
of selling; creating repeat business, 
opening doors, dealing with customers, 
responding to objections, collecting 
money. 
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400 professionally 
written letters for 
all areas of your 
business. 

BUSINESS 
LETTER- 
WORKS 

If you've ever had to 
apologize for an 
employee's rudeness, make an inquiry to a 
venture capital firm, collect an unpaid debt, 
or any number of everyday situations, then 
this software will simplify your life. Call up 
letters covering advertising, suppliers, 
internal communications,.. even' possible 
business situation. 

Compote disk (DOS 5-1/4, 3-1/2, Windows 
M/Z MAC) and 470-pa«e book (400 letters) 
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Get off on the 
right foot! 

HOWTO 
WRITE A 
WEVNING 
PROPOSAL 

Whether you've 
written 

proposals or not, each one presents a new, 
difficult challenge. With this program, 
you'll learn how to take any idea, shape it 
on {paper, and give it the visual impact that 
gets attention. You'll learn how to organize 
your material in a logical, reader-friendly 
way. And you'll learn how to avoid the 
turn-offs that can doom your proposal 
from the start. This video will help you 
deliver powerful, well-written proposals! 

Video running time I hour .11 minutes. Includes 
two videos and companion workbook. 
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Create a complete marketing 
plan in six easy steps! 

MARKETING PLUS 

Built-in text f spreadsheets, charts, 
graphs, and examples help you 
develop, manage and track your 
plan Use spreadsheets to budget 
expenses and forecast sales. Then 
track your expenses, compare 
forecasts against actuals, and 
measure your efforts. Includes 
software, user guide, marketing 
manual, and a sample plan. 




Increase your profits and 
cash flow. 

UP YOUR CASH 
FLOW 

Entrepreneur version 

I low much cash will you need 
next week, next month, or next 
year? If you've never had die 
time or the tools to project cash 
How, here's the product for you. 
Just answer the questions on 
your screen ahout sales and 
expenses and out pops a 
complete tinam tal plan in 
spreadsheet format... with* tat 
wasting time to set it up! You 
can spot trends, run "what if" 
scenarios, and always know 
your cash needs m advance. 
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Finding Safety 
In Franchising 




Firms that cater to concerns 
for personal safety and bust- 
ness security are expanding 
thmughfmmhmw}. 



ByDokD.Bm 



Jft bout 10 years ago. when Watergate 
■ft was a distant memory and White- 
MM water was just a failed real-estate 
^^ft venture in Arkansas, Greg Brophy 
realized that there could be big profits in 
keeping confidential information confiden- 
tial—by shredding it 

Since then, Brophy, now 35, has built an 
$81 million franchising company, Shred-it 
Inc., by developing and then perfecting an 
approach that meets companies 1 needs for 
protecting secrets and that can be dupli- 
cated easily: Brophy's company sends 
shredders out to do the work on-site. 

Brophy s Toronto-based company is the 
largest mobile shredding and recycling ser- 
vice in North America. It has more than 50 
franchises in major cities across the United 
States and Canada, plus a few abroad 

'There are some shredding services that 
pick up customers' materials and take 
them to an off-site facility for shredding," 
Brophy says, "but that's not what compa- 
nies are looking for They want to see their 
documents and other sensitive materials 
destroyed so they know their trade secrets 
won't be compromised or their flawed 
products won't find their way to market 

*It's the old 'seeing -is-believing' idea. It 
gives them a confidence factor that they 
can't get in any other way." 

The growth of Shred-it is an apl exam 
pie of why the business of catering to 
Americans 1 concerns for personal and busi- 
ness safety and security continues to 
grow—even though there is evidence that 
criminal activity in the United States is 
declining. Although franchising has not 
been a raqjor avenue of growth in the se- 
curity industry, a number of national and 
regional companies such as Shred-it are 
setting out to change that 

Causes For Concern 

Part of what drives businesses to sign up 
for Shred-its service is the importance of 
keeping secrets to succeeding in the in- 
creasingly competitive global economy. 

Another reason for the continued 
growth of safety- and security-oriented 
franchises, security experts say, is that, 
crime trends notwithstanding, Americans* 
litigiousness continues to increase 

Just a relatively few spectacular cases of 
workplace' violence, for example, such as 
fired employees coming back to wreak 



bloody revenge on former cr>workers T have 
been enough to cause some executives to 
turn their facilities into strongholds. 

"The single biggest motivating factor is 
liability," says Norman D. Bates, president 
of Liability Consultants lnc in Framing- 
ham, Mass. *And we've found that the 
companies that develop good security pro- 
grams are winning the majority of the 



sure their own safety and that of their 
loved ones. 

For example* although "its true that 
since 1974 burglaries have been almost in a 
steady decline" says Simon Hakim, direc- 
tor of the Privatization Research Center at 
Temple University in Philadelphia, "secu- 
rity measures have been increasing basi- 
cally because of an increase in income and 
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A company 's secrets mv 9twmd oinvtfe by Shred-it hiz t a Toronto-hami company that 
founder Greg Bmphy m expanding in Canada and the United States by teay offm*ndimnQ> 



cases' 1 arising from claims that seek to 
hold the firms liable for breaches of safety 
in the workplace. 

Trends in crime notwithstanding, many 
people feel more exposed than ever to the 
vagaries of random crime and want to 
equip themselves with resources to en- 



not so much because of what's happening 
out there. As economic conditions continue 
to rise, the purchase of alarms is going up,** 



International markets— where economic 
instability may lie raising personal con* 
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cerns about security— also are contribut- 
ing to the expansion of some security-ori- 
ented franchise businesses. In fact, when 
Mace Security Centers Inc. launched its 
franchise program last year to sell a wide 
variety of personal-protection and security 
products, its first 15 franchise commit- 
ments at a trade show in Chicago came 
from overseas franchisees. 

"Crime is crime regardless of where it is; 
it might take on just a slightly different 
style," says Howard Edelman, president 
and CEO of Mace Security Centers, the 
Denver-based franchising arm of Mace Se- 
curity International. 

Mace T with one of the 
highest profiles in the 
world of safety and secu- 
rity is turning to franchis- 
ing for further growth. 
Mace spray, which dates 
from the mid-1960s, 
quickly became well- 
known and accepted by 
law-enforcement agencies 
and later came to be an 
effective means of protec- 
tion for indniduals. 

The parent company, 
which has gone through 
a series of ownership 
changes, has a 200,000- 
square-fbot factory in Den- 
ver that produces its spray 
products as well as about 
a half-dozen other types of 
devices for personal, home, 
and automobile security. 
The company also sells 
spy-technology equipment 
such as audio and video 
surveillance devices. 

In all. Mace has about 
2,000 products available 
through its various distri- 
bution channels. "We ap- 
peal to everyone," Edel- 
man says, "because we 
have a lot of different 
products for different needs."' Expanding 
itjK product line further, Edelman believes, 
will be one key to Maces growth. 

Even more important, however, will be 
franchising its retail stores. In addition to 
the overseas commitments that Mace has 
obtained, the company is focusing on up to 
a half-dozen major U.S. metropolitan mar- 
kets, A franchisee s total investment in a 
U.S. franchise will range from $44,500 to 
$75,000 for a kiosk-size operation or 
$92,700 to $152,500— not including real- 
estate expenses — for a store operation, the 
company says. 

*We want to eliminate the searching for 
the customers and fill their security needs 
at one consolidated location," says Edel- 
man. "An added benefit, aside from hav- 



ing the products under one roof, is that we 
... educate each customer on the products 
available and how to use them." 

Eventually, Mace plans to conduct 
safety seminars for community-semce or- 
ganizations and businesses. 

Shopping For Security 

Another hip name in security that has 
been developing a vision of franchising re- 
tail outlets is Winner International. The 
company, based in Sharon, Pa., has be- 
come known worldwide as the creator of 
The Club, an anti-theft device that locks a 
cars steering wheel; its advertisements 




One-Stop shopping for secu rity devices is 
< i ftv n < 'it isi mj (j< ml of Hrmvnl E< iclntatK 
jnvstfifnt ttttfi CEO nflfctnrr-lmxvti 
Mace Security Centers; here, in front of 
the counter he reviews the wares with 
compa n y operations specialist Frank 
Brown. At rigid: a Mace Security < enter 
itt Westminster; Coin 




featuring police-officer endorsements have 
made it the industry leader in marketing 
such devices. 

A subsidiary of Winner, a retail chain 
known as Security World International, 
based in Fort Lauderdale, Fla., is on track 
to start offering franchises by summer, says 
Security World's president Jim G. Crump. 

The firm, with 14 retail outlets in 
Florida, plans to have its franchise stores 
offer a range of personal-, home-, and 
auto-protection devices, including closed- 
circuit televisions, time-lapse video cam- 
eras, pepper sprays, stun guns, cellular 
products, and wireless alarms. 

"I wou!dn"t say it's a rivalry, really" says 
Mace's Edelman, referring to the growing 
competition presented by Security World 



in the security- retailing industry- Though 
Mace has only two stores open— company- 
owned outlets in the Denver area — u our 
name is well-known, and they have built 
up their name in another area of protec- 
tion. I think we each have certain advan- 
tages over the other, I think there's room 
enough for both of us in the U.S. and 
around the world." 

Security World, whose mall-based stores 
employ more than 100 people, is testing 
and tweaking its retailing concepts in antic- 
ipation of franchising. The company says 
its stores often accumulate more sales per 
square foot than any other retailer in the 
mall. The company is constructing a new 
headquarters in Fort Lauderdale largely to 
broaden its support for franchisees. 

Sounding Alarms 

Retailing is not the only way that fran- 
chisors are tapping into consumers' and 
businesses' interest in safety and security. 
For example, Sonitrol Corp., a unit of Tyco 
Industries Inc., based in Alexandria, Va., 
has built up a chain of more than 170 
franchised alarm-system providers across 
the United States in the past 30 years. 
They offer alarm systems primarily for 
commercial clients. 

Like many inventors who start out in one 
direction and segue into others, Sonitrol 
founder Robert Baxter began working in an 
area far different from Sonitrol's current 
business. 

In the early 1960s, Baxter used a stetho- 
scope to listen for 
termites in the walls 
of homes and devel- 
oped sound-making 
devices for repelling 
birds around houses 
and airports. Then 
he began working 
y tmbl^M with a former police 
fgj u> L«3 chief who owned an 

■ jk" urn company, and 

they saw a market 
potential for audio- 
based surveillance. Baxter opened his first 
service firm in 1964, and by 1973 Sonitrol 
had nearly 150 franchises nationwide. 

The basic system involves placing mi- 
crophones at strategic locations through- 
out a business to detect ambient sounds 
that are above normal ranges, such as 
someone breaking a window or banging on 
a door to break into a building. 

Such audio surveillance can cover a 
larger field than cameras, according to 
Sonitrol. It also allows for quick apprehen- 
sion of a suspect because it detects the 
sounds of a burglary while it's taking place. 
Sonitrol says more than 140,000 apprehen- 
sions have been credited to its alarm sys- 
tems over the years. 
Under Sonitrol's warranty program, the 
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customer can be compensated for property 
damage and the value of lost goods up to 
$5,000 if its system fails to detect an un- 
lawful entry 

Sonitrol transfers its experience and un- 
derstanding of the industry to 
franchisees through its nation- 
wide dealers association, which 
oversees franchisee training, de- 
velopment of new products, and 
other functions, 

''Sonitrol IT trains sales associ- 
ates and franchisees alike in the 
features and installation of Soni- 
trel systems, and they in turn 
become the company s main in- 
terface with customers. The cost 
of establishing and owning a 
Sonitrol franchise ranges mm 
$250,000 to $500,000. 

u We pride ourselves on being a 
local-service provider,"* says Rill 
Meares, chief operating officer, 
who has been with Sonitrol lor 15 
years, ^e have positioned our- 
sdvvs noi to be a mass-markeUT/' 



ranctiislng 

ways, and he bought — and served as land- 
lord of-H3evera] rental-housing units while 
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Mass marketing is not th* tjtHil ai So/titm! (n<v.. stnts Hill \ti>mv.\ 
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fmnchimw sm audio-based- surveillance xytitems to bumiesses. 



An Early Entrepreneur 

When Shred-it's Brophy was 16 and in 
high school, he founded a company that 
sprayed finishing seal on asphalt drive- 



he was in college. "I was doing that for one 
reason: to get some money together so I 
could start my own business when I got 
out of school," Brophy says. Sure enough 



after poring over books about McDonald's, 
Wendy's, and other successful franchisors 
to get tips, he founded Shred-it in 1994. 

The company has franchisees in 30 U.S. 
states and eight Canadian provinces, and 
it has offices in Hong Kong, Ar- 
gentina. Belgium, and Luxem- 
bourg. Brophy's concept is sim- 
ple: Shred-its trucks, with large 
shredding units inside, are dri- 
ven from business to business. 

One of the forces propelling 
Shred-its growth has been the 
rising incidence of "Dumpster- 
diving r — when thieves comb 
through trash receptacles behind 
banks to get their hands on dis- 
carded documents containing in- 
formation they can use to gain 
access to— and siphon the assets 
of— bank customers' accounts. 

In other cases, companies have 
been accused of sending corpo- 
rate spies to raid competitors' 
outside trash bins to get sales re- 
ports, customer lists, and other 
confidential information. 
Another factor contributing to Shred-it's 
growth has been companies' realization 
that outsourcing shredding makes eco- 
nomic sense. Shred-it's custom-designed 




There May Be A World Of Choices, 
But There is Only One World Leader 

For over 30 years, Jani-King has set ihe standards in commercial cleaning, With nunc than 7,000 
franchise owners and 100 regional support centers in over 14 countries, Jani-King 
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Instant Image 

One of America's most recognized 
retailers rs a (so your best franchise 
opportunity... 

• Tap into the lions share of 
an $8.9 billion market 

- Capture the benefits of QNCs 
mufti-mrJIion dollar national 
advertising programs 

• Become part of an international 
retail chain more than 3.800 strong 

• Choose the franchise opportunity 
ranked America's Best by 
"Franchise Times" magazine 

in 1997 and rf Success~ in 1994 

Direct financing, site assistance and 
company-signed lease provided. Initial 
cash down payment as low 
as $32,500. Special financing 
available in expansion markets 
around the ITS, 
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shredders are 40 times faster than the 
standard office shredder, pulverizing 
1,200 pounds of paper per hour compared 
with the 30 pounds handled by the typical 
in-office machine. 

Brophy says he gives customers a guar- 
antee: "If you don't save at least 25 per- 
cent off the cost of labor that you would 
expend shredding your own materials, at 
the end of the month we 11 take our con* 
tamers away and shred up any invoices 
we've given you in the first month." 

In 1989, just after receiving an MBA 
from McMaster University in Hamilton, 
Ontario, Brophy, then 26, started Shred-it 
He put up $32,000, borrowed $160,000 
from a bank, and bought two pieces of 
equipment— a specialized, $70,000 truck 
and a $70,000 shredder. 

He lent his clients locked security con- 
soles—about the size of a mini-refrigera- 
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tor— into which office workers would regu- 
larly deposit documents to be shredded. 
Then Shred n't personnel would go to the 
office every couple of weeks, empty the 
container's contents into the truck's shred- 
der, and set it back in place. 

The Need To Franchise 

In five years, Shred-it grew to three com- 
pany-owned locations in Canada, "and I 
thought I could grow the concept far past 
where it was at that point," Brophy says. 
Yet he was facing a type of dilemma that 
often steers a growing firm toward fran- 
chising "1 had worked so hard," he says, 
"and I wasn't sure that if it took the same 
amount of effort to get much further that 
I could do it I also recognized that I was 
weak in both capital and m having people 
to run more branches if I opened them." 
Brophy has found franchisees in a van- 
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From handy pepper-spray canisters to 
child-safety kits for homes, security devices 
offered by franchise companies cover the 
spectrum of risks. Following are some of 
the products sold by Denver-based Mace 
Security Centers Inc. and Security World 
International in Fort Lauderdale, F!a. 

Mace spray. For $15 to $20, Mace of- 
fers a 17-gram unit that presents a multi- 
ple defense against attackers: a combina- 
tion of pepper gas and tear gas that shoots 
8 to 12 feet plus a marking dye that can 
help police identify the perpetrator later. 
'Their eyes are going to slam shut be- 
cause the pepper gas causes an involun- 
tary reaction, which also inflames the mu- 
cous membranes in the eyes, nose, and 
throat so breathing becomes more difficult 
and [they] can't run after someone," says 
Mace's president, Howard Edelman. 

Child-Guardian. Security World sells 
a $30 device that includes a transmitter 
that can be placed in a child's room or 
worn like a belt. "Simply press a button to 
hear where they are," says the catalog. 

Kindergard child-safety kit For 

about $25. Mace sells a kit with a variety 
of items for making a home safe for tod- 
dlers. It includes cabinet locks and cush- 
ions for sharp edges of furniture. 

Security cameras* For about $300, 
Mace sells a security camera that many 
customers use in their homes— for exam- 
ple, for "nanny watching." 

Security World offers a more complex 



system — typically for commercial use — 
that has a 10-inch, black-and-white, high- 
resolution monitor, up to four small video 
cameras, and a microphone and speaker 
built into the monitor and the camera for 
two-way voice communications. 

Canine products. Security World sells 
the Dog Dazer for $30. It uses an ultrasonic 
frequency — described as inaudible to hu- 
mans yet "discomforting but not IwmfiiT 
to dogs— to ward off approaching dogs. 

Enlisting the threat of canine violence, 
on the other hand, is the idea behind the 
$100 Electronic Watchdog alarm, which is 
meant to scare off intruders. Its alarm 
sounds like a fierce barking watchdog. 

Nighttime security. Seciirity World of- 
fers a $700 pair of binoculars whose built- 
in infrared illuminator enables the user to 
see in complete darkness. Price: $700. 

Countersurveillance measures* Se- 
curity World's $250 Tap Buster device is 
designed to ensure against telephone-line 
tapping and eavesdropping. 

Anti-counterfeitinff equipment Se- 
curity World offers a range of devices at a 
range of prices. There's a $5 anti-counter- 
feiting pen that detects counterfeit bills— 
"perfect for restaurants, banks, retailers, 
or personal use," according to the catalog. 
There's also a $100 electronic device said 
to be able to spot counterfeit bills and vari- 
ous fake documents. And a currency 
counter that sells for $1,300 to $1,600 is 
described as able to detect counterfeit bills. 
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ety of ways, including magazine u fran- 
chise-wanted" ads, contacts at the Inter- 
national Franchise Association in Wash- 
ington, D.C., and via trade shows. "I 
usually sell two or three franchises every 
time I go to a trade show," he says. 

Most Shred-it franchisees are assigned 
an entire metropolitan area, giving them 
the market size that makes it worthwhile 
for them to invest the $55,000 in franchise 
fees and several hundred thousand dollars 
a year for leases for trucks and other 
equipment required for the job. 

Sale At Home 

If Shred-its Brophy has expanded the uni- 
verse of security-related franchises on the 
business-to-business side. Ken Austin is 
doing the same thing on the home front. 
He is founder and chairman nf Safe Not 
Sorry, a Bound Brook, franchisor of 
home-safety products and services. 

In 1988, after succeeding in franchising 
20 years ago as founder of HouseMaster, a 
home-inspection company, Austin started 
Safe Not Sorry. 

Austin identified a market for inspec- 
tions and fixes of various sorts that ad- 
dress homeowners 1 security concerns. 

One of Safe Not Sony's emphases is on 
child safety— installation of gates, cabinet 
locks, and electrical-outlet plugs, among 
other things. 

Another company focus is senior 
safety— a product line "that enables the el- 
derly to live independently by helping 
them climb stairs and use light switches, 
faucets, and doorknobs. 

Safe Not Sorry franchisees also offer in- 
visible electronic fencing and other pet- 
control devices as well as general home- 
safety services such as lead-poisoning 
prevention and installation of carbon- 
monoxide detectors. 

Safe Not Sorry has sold 23 franchises in 
eight states since it began its franchising 
program in 

The initial franchise investment is as 
much as $50,000, Franchisees receive 
training at the company's Safe Home Insti- 
tute in Bound Brook, and then they go bate 
their local markets, meeting with cus- 
tomers in their homes and assessing poten- 
tial safety problems. 

There is a great demand for child-proof- 
ing with insurance companies/' says the 
64-year-old Austin. One of the many child 
injuries addressed by Safe Not Sorry is 
scalding; each year more than 3>000 chil- 
dren age 4 or younger are treated for 
scalding. 

The firm recommends to homeowners 
that they set water temperatures to a tol- 
erably low level or that they have tubs 
and showers fitted with devices that block 
the flow of water iTit exceeds a certain 
temperature. 
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Tara Penza, owner of a Safe Not Sorry 
franchise in Broomall, Pa M says the com- 
pany's child-safety emphasis u sells itself. I 
feel like we empower parents to take a look 
at safety in their homes " 
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Home safety, {lartimlarty far children and tin elderly, is the 
theme of Safe Not Sorry, a Btmnd Bivok, NJ„ fmttchm com* 
patty founded bij Ken AuMia, chairman* 



Penza, a 38-year-old mother of three, 
began as a franchisee in 1997 after spend- 
ing lf> years counseling college students at 
Montdair State University in Upper Mont- 
clair, N.J. "I work a lot more hours now, 
but they are flexible," she says, adding that 
the company fosters networking among 
franchisees. 



Support such as 
that provided by 
Safe Not Sorry is 
crucial for the 
franchisees of compa- 
nies that offer busi- 
nesses and consumers 
various products and 
services for safety and 
security. 

Although the idea of 
protecting themselves 
against accidents and 
crime may continue to 
be an easy sell to Amer- 
ican consumers and 
business owners, the 
key to capitalizing on 
that growing market in- 
terest — for franchisors 
and franchisees alike — 
is execution. M 



If your career 
is at an 
intersection . 




The nation's largest 
discount muffler and brake 



CAUTION 

CAREER CHOICE 
AHEAD 



TT 



meineke 



repair specialist would like to talk 
to individuals who can effectively manage people and assets. (You don't have to 
know vehicle repair.) If you have at least $50,000 in liquid assets, meineke* 
Discount Muffler Shops wants to show you how to own and operate your own 
business in the exciting $196 billion dollar automotive aftermarket. 

Our 25 years of experience has developed a business system that works! The power 
of the nationally-known and trusted meineke* trademark comes complete with 
comprehensive initial training, field support, group buying power, proven aggressive 

marketing and advertising with impact. 

Choose the right direction and call today toll-free! 
1 • 800 • 634-6353 

meineke" Discount Muffler Shops, Inc. 
128 South Tryon Street, 9th Floor • Charlotte, North Carolina 28202 

nvgirwke Discount Muffin Shops jfe 
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Making It 



Growing businesses share their expeiiences in creating 
and marketing new pmducts and services. 



Foam Follows Function 



H*j AlFJtfon 

Tad Wiginton, 34, owner of Capitol 
Foam f Inc., of Round Rock, Texas, 
near Austin, started out 12 years ago 
trying to make raised lettering for 
the blind. He ended up carving award- 
winning, one-of-a-kind plastic-foam de- 
signs for billboards nationwide. 

He and six employees carve and assem- 
ble their Figures from huge 
blocks (4 by 8 by 3-plus feet) of 
polystyrene, a Styrofoam-like 
material. The sculptures they 
create can be bigger than life- 
like a 23-foot-high Timberland 
hiking boot weighing nearly half 
a ton and an 18-foot-high gum- 
ball machine containing u gum 
balls" the size of beach balls. 

Dozens of Wigin ton's three-di- 
mensional designs have been at- 
tached to billboards coast to 
coast, ranging from a life-size 
Volkswagen Beetle to a giant di- 
aper pin. Created for a hospital 
in San Antonio, the diaper-pin 
billboard won a prestigious 
ADDY Award from the Ameri- 
can Advertising Federation. 

Wiginton acknowledges that it 
was by chance that he entered 
the world of three-dimensional 
billboards in 1987. At the time 
he was a recent computer-sci- 
ence graduate, and he received a 
U.S. Department of Education 
grant to create a computer sys- 
tem to make raised letters. He 
came up with a computer-con- 
trolled machine with a hot wire 
that cut through foam like a hot 
knife cuts through butter. 

When his device wasn't ac- 
cepted, he used it to carve let- 
ters, small logos, and signs out of foam for 
department and craft stores. 
"Then, out of the blue, an ad agency 

At Ebbm m a free-fame ivriler in 
AuMhu Texan. 



called and asked if we could make a 15- 
foot-long 'Starship Enterprise* for a bill- 
board to advertise a TV station in Chat- 
tanooga," Wiginton says. "We said, Sure we 
can," and we had no idea how to do it." But 
they did it, and the Tennessee station re- 
ceived an award for it from the Indepen- 
dent Television Stations of America 



tions of paint and a protective coating be- 
fore it is shipped to the customer 

In addition to the sculptures, which sell 
for $2,000 to $10,000, Capitol Foam 
makes its own protective coating, which is 
also distributed by an East Coast com- 
pany to theatrical- and film-scenery de- 
signers from Broadway to Hollywood. 
Polystyrene needs a coating to keep the 
paint from peeling and to keep the foam 
durable, Wiginton says. 

The coating is a special formula, he 
says. Fortunately for Capitol Foam, a re- 
tired chemical engineer in Buda— also 
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*We only carve once with wood-carving 
tools and electric hot knives " Wiginton 
says. "If a nose on a face doesn't look like 
one, we just cut it off and carve another 
chunk of foam and glue it on." Each poly- 
styrene sculpture then receives applica- 



near Austin— who had developed a protec- 
tive coating for polystyrene contacted Wig- 
inton in 1989 and sold him the formula. 
The purchase triggered the company's 
growth, Wiginton says. 
Capilol Foam also sells foam shapes to 
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builders for use in moldings, arches, and 
columns. Its latest project is development 
of an insulated steel panel (ISP) for 
houses and commercial buildings. The 
panels are composites of polystyrene foam 
and light-gauge metal studs. Wiginton 
says, and they are designed to be used in 
place of conventional studs, insulation, 
vapor barriers, and exterior sheathing in 
stand nrd construction. 

Wjginton obtains steel from a supplier, 
assembles the panel's frame, and sends 
the frame* to another firm to be combined 



with foam. So far, the panels have been 
used in three houses in Austin and a com- 
mercial building tn La> V^lm.-. 

Capital Foam's gross sales in 1997 
topped $.300,000, Wiginton says, and with 
the new ISP business, the company is 
looking to get $500,000 in sales this year." 

Wiginton came up with the idea of a 
steel-framed foam panel because, he says, 
"I always wanted to build, so I started in- 
vestigating different ways to build with 
foam. 1 * He says the panels are termite- 
free, fire-resistant, and energy-efficient 



The ISPs will be the source of "our main 
growth," Wiginton says, but he also sees 
an increase in the billboard business. He 
has been seeking venture capital for ex- 
pansion. "What we always have done until 
this last year is pretty much word of 
mouth. But our new focus will be to mar- 
ket to the ad agencies to get some chain 
accounts, 1 * he says, 

Tf we can make five of something; 1 he 
says, referring to the billboard sculptures, 
"that's better than making one of some- 
thing. And it's fun to watch them go up" ■ 



Catching Some Quality Rays 



/?// \mtrtj tkmilnt flvHtirrsoa 

Determined not to get sunburned on 
her beach vacation in 1981, Louise 
Gray made an appointment at a 
salon to get a gradual head start on 
her tan. When the equipment broke down 
and her appointment was put off for two 
weeks, she set out to buy her own tanning 
bed. She discovered, she says, that "all beds 

looked the same, felt the same, 

and tanned the same." 

Seeing a small-business op- 
portunity, in June 1982 Gray 
and her husband. Ricky, took 
out a second mortgage and 
opened a 1 .200-square-foot, 
six-bed tanning salon in an of- 
fice complex just off the inter- 
state in their hometown of 
Ringgold, Ga. 

For the first few months, 
Ricky's mother ran the busi- 
ness during the day and the 
couple took over at night. In 
1983, Louise left her job as of- 
fice manager for an insurance 
broker to begin working full 
time in the new venture. Ricky 
followed in 1985, quitting a 15- 
year sales post with a bread 
company. 

The new business grossed 
only $34,000 in its first six 
months. But when friends and 
customers asked for their own tanning 
equipment, Ricky began traveling to 
Florida on weekends to pick up imported 
beds thai kiter installed in homes and 
Batons in nort h Georgia. 

Demand grew, and in 1992 the couple 
bought a warehouse near then shop and 
became full-time distributors. 

"Its hard to he your customers supplier 
and competitor at the same time," says 



Ricky. "So we felt it was in the company's 
best interest to dissolve the salon," 

In 1996, the Grays bought out a major 
supplier, a German company and adopted 
its name, SonnenBraune, which means 
suntan in German. They redesigned some 
outdated beds, launched a site on the 
World Wide Web, bought the 10,000- 
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square-foot plaza where they had opened 
their first salon, and started a manufac- 
turing plant. 

Last spring the Grays remodeled the 
former colonial-style building, expanded it 
to 40,000 square feet, and added a show- 
room. 

In 1998, sales topped $10 million, and 
SonnenBraune won two Chattanooga 
i Ten n. i Advertising Federation awards for 
its bold trade-journal ads. 

Each year, SonnenBraune, which has 56 
employees, installs the components — in- 



cluding wire harnesses it creates to carry 
the electrical current— in approximately 
3,000 prefabricated tannirig-bed shells. The 
finished products range in price from $900 
for a home unit to $32,000 for a luxury 
commercial model with air conditioning, a 
compact-disc player, and a cellular phone. 

Through its Web site, SonnenBraune 
has drawn customers from as far away as 
Argentina, Australia. Japan, and Russia 

'in other countries," says Ricky, the 
company's president, people "go to a salon 
for an hour-long tan, a body massage, and 
a mud bath. So machines in other coun- 
tries are configured differently; 
they're not as powerful or as 
strong as they are in the 
United States, 

"Here, if we could get a tan 
at a drive-in window, we'd do it 
because we're in such a hum." 

SonnenBraune beds are 
crafted of steel and come with 
a three-year limited warranty. 
Ricky oversees the company's 
stringent quality -control pro- 
gram and inspects each bed 
himself to make sure it meets 
federal standards. 

The Grays attribute their 
firm's success to its attention 
to quality. *Our beds are the 
most expensive beds in the 
world," Ricky acknowledges. "I 
would rather explain the price 
than apologize for the quality. 
Whatever we do. if we can't do 
it right and stand behind it, we 
just don't do it." 
Customer support is a top priority, 
Louise says. w We want every tanning bed to 
look perfect in its new location." 

Each sale comes with advice on every- 
thing from negotiating a lease to staying fi- 
nancially solvent. 

The result of such concern for customers' 
financial success, Ricky says, is repeat busi- 
ness, "Selling you six beds is not going to 
make me a living. But if next year you 
want four more, then the next year you 
open up a second heat ion —that keeps me 
in pretty good business ■ 
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A Passion For Perfection 



By Carta Goodman 

A passion to cook simple Italian 
dishes like those her mother made 
at home in Bologna, Italy, has 
turned California entrepreneur 
Biba Caggiano into an internationally rec- 
ognized restaurateur cookbook author, 
and host of a TV cooking show. 

Caggiano's "Cooking With Biba" series, 
produced for the Learning Channel in 
1982, is still aired in Asia, Australia, and 
South America. She has written six 
cookbooks, including Trattoria 
Cooking, which Th* Xw York Thttes 
called one of the 10 best cookbooks 
published in 1992. Her upscale 
restaurant in Sacramento — called 
Biba — attracts diners from as close 
by as the California Capitol and as 
far away as Mexico City and Rome, 
all eager to savor authentic Italian 
cuisine. 

M My mother was a great cook," 
says Caggiano, 62, as she reviews 
the day's menu: green lasagna with 
mushrooms, tortellmi in broth, and 
pork loin braised in milk. "Her food 
was simple, straightforward, and 
loaded with aroma and taste. Thats 
the way I cook at my restaurant* 

Caggiano has won numerous 
honors, including California wine- 
maker Robert Mondavi's 1996 Culi- 
nary Award of Excellence, yet she 
never attended culinary school She 
has let her palate be her guide in 
re-creating her mother's home- 
cooked meals. 

TTie palate is a cook s most pre- 

cious tool,* says Caggiano, who 

moved to New York City and later 
Sacramento with her husband, Vincent, an 
American-born Italian They met while he 
was attending medical school in Bologna. 

"Besides looking at the color and consis- 
tency of a sauce Tve prepared, I remember 
how it tasted when my mother made it," 
says Caggiano. "Then I know whether the 
sauce is right or not, because it either 
tastes like hers or it doesn't/ 

Constant requests from friends to reveal 
her taste-testing secrets prompted 
Caggiano to teach cooking in her home 
and, starting in 1973, at William Glen, an 
upscale kitchen and home store in Sacra- 
mento. For the next 15 years she was a 
guest instructor at cooking schools on the 
West Coast and at the popular De 
Gustibus in Manhattan. 

Carta Goodman is a free-tome writer in 
Sacramentcx Cal if 



In 1987, Caggiano opened Biba, a 6,000- 
square-foot restaurant and bar "My hus- 
band and I couldn't find an Italian restau- 
rant in town that served classic cuisine," 
she says P "so I decided to open my own." 

Caggianos early years as a restaurateur 
tested her conviction about cooking what 
she calls "uncontrived, clean, pure Italian 
food." American variations, more heavily 
spiced and rich with sauces and cheese, 
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Caggiano gently refuses customers* re- 
quests for a side dish of pasta with their 
entree. "We don't do it that way. Pasta is a 
first course with a different sauce," she 
says. "I dont want to hurt anyone's feel- 
ings, but I stick to my guns." 

Her restaurant's reputation for tradi- 
tional Italian dishes and a sophisticated 
yet relaxed atmosphere has attracted a 
loyal clientele, including San Francisco 
Mnvor Willie Browm and California state 
Sen, John Burton, who says. "Biba makes 
you feel right at home/' 

Jack Loveall, president of the United 
Food and Commercial Workers of North- 
ern California, based in Roseville, concurs; 
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had no place on her menu. "A classic dish is 
like a piece of music," Caggiano says, 
"When you listen to Mozart, youVe not 
going to add a few notes because you think 
the/re nice and would fit into the sonata." 

Caggiano spends one month a year in 
Italy scouting restaurants and testing 
dishes she can adapt to her restaurant and 
cookbooks. "True Italian cooking is the 
same," she says. 'It's done one way only." 

When her first chef suggested buying 
produce in bulk and precooking pastas and 
sauces, Caggiano was horrified. "All dishes 
are made to order. Almost all our pastas 
are handmade." she explains. After eight 
months of battling with her chef and some 
kitchen staffers, Caggiano fired them. 

"Business was slow the first year," she 
says, "but once I changed the kitchen crew 
and we did things the way I wanted, 
things started to change." 



"Biba is the consummate restaurateur 
She's kind and gracious, and you feel like 
you Ye eating at n very good friend's home. 
IVe eaten all over the world, and I would 
rather go to Biba than anywhere," 

Caggiano takes her success in stride. 
Her restaurant and cookbooks generate 
about $2.2 million annually She's dis- 
cussing a cooking show with the Public 
Broadcasting Service and is reviewing of- 
fers from William Morrow, publisher of 
her latest book, Holy al Dente, to write two 
more cookbooks. 

Her primary focus remains unchanged: 
preparing authentic Italian dishes. Tomor- 
row it might be butternut squash gnocchi 
(Italian dumpling) with smoked moz- 
zarella, salad of roasted red peppers, and 
yellow tomatoes or Sicilian cannoli. 

Says Caggiano: "We re only as good as 
our last meal." ffi 
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Nation's Business Classified Ads 



CLASSIFIED RATES AND INFORMATION 



To place a classified ad CALL TOLL FREE, 
800-424-6746 (in Washington, DC call 463-5640) 
Fax: 202-463-3102 or wrrte Nation* Business Clas- 
sified, PO Box 1200. Washington. DC 20013. Clos- 
ing date for advertising is five weeks preceding date 
of issue. Rates are based on frequency at a per line 
per insert cost as follows: 
1x 2x 3x 6x 12x- frequency 
$75 $70 $65 $55 $40 -line rate 
S1, 050 $960 $890 $770 $540 - par inch display 
Ad minimum*: solid set, 3 lines: 
display, 1 inch. 

How To Reply To Box Numbers 

Box (number in ad), 
Nation's Business Classified, 
PO Box 1200, Washington. DC 20013. 



APPAREL 



- ^Ym free logo & 

,errY)))Tlls ^BROIDERY 
Denim Shirts As bw As...$l 6 3* 




CALL FOR FME CATAIOG 800-670-3050 

Caps 
Jackets 
Sport Shirts 
& More 



www.sierramills.tom 



BUILDINGS 



STEEL BUILDINGS From HERITAGE delivered to your pb- 
site ready to bolt together 5000 stzes, bmld it you/setl and 
SAVE Call with your building size 1 -800643^5555 Hef itage 
BuWing Systems. POB 470, N. Uffle Rock AR 721 15-0470. 



BUSINESS FINANCING 



CAPITAL MATCH links entrepreneurs and investors 
785-567-9638 
wvAvcapmBtch.com 



THE CAPITAL NETWORK introduces investors to serious 
emerqing growth companies. For more information 

CALL 512-305-0826 



CASH FOR INVOICES. Accounts Recervabte financing to 
$2 000 000 Direct lender with offices nationwide AaroFund 
Fmanoat A ppr ovals by phone 1-B0O747-4AFI(4234) 

DSA FACTORS. AcctS. Rcvbl financing 773-248-9000 
96% ADVANCE on new invoices NEXT DAY PAYMENT 
REPS Wanted Territorities open: IL MS, TN. NC. PO Box 
57 7520,0110800,160657 

EXPORT FINANCING ALTERNATIVES ...Equipment Loans, 
Crass-Border Leasing, Project Finance & Export Credit 
Insurance Latin America. Pacific Rim, Mexico & other 
emerging foreign markets, call Adirondack Leasing <& 800- 
678-7342. Fax 518*4634144 



BUSINESS FINANCING 



WORKING CAPT1AL COMPANY Corrrnerual accounts re- 
ceivable financing. Fast FtjndingAjow Rates 800899^3836 
www working -capital com 



FINANCIAL PROFESSIONALS 

HARD TO BORROW? 

USE (XHlArKRAllZED LOANS 
PAYS INTERfJST ONLY, 

TRAINING & SUPPORT 

WE KX ATI FUNDI1RS FOR 

M SIM .SS AND REAL KS ! ATI; 

Anchony Abraham, ESQ, Real toil 
t-ric A. Klein, ESQ. A «onicy /Fiduciary 

INTERNATIONAL DEVELOPING 
ENTERPRISES AGKNCY (IDEA) 
w Mb* lm* 21* il ny yvu&m 

Ph. 2 1 l-OKOT) f hu 2 1 2-4jKH- i \ il 
fcrrtd Ptiow: (SO0) Mj^KMI 



AUTHORS 



NEW AUTHORS 

PUBLISH YOUR WORK 

ALL SUBJECTS CONSIDERED 

Fiction, Biooraphv, Rdigiou*, f\wlry, Children* 

AUTHORS WORLDWIDE INVITED. 

WtoTf OS S£MO VOUt MANUSCRIPT TO 

MINERVA PRESS 

? OLD BRQMNON EQaD LONDON W j 30Q , ENGLAND 



BUSINESS OPPORTUNITIES 



SEMINAR SPEAKERS 
SLOOO.OOVday! Recording 1-888-834-3901 
www fight^nme com 



BUSINESS OPPORTUNITIES 



RELOCATABLE BUSINESSES 
Acquire established, ongoing businesses you can reiocate 
to your area. Mali order, publishing, distribution, light 
manut , other movable businesses tor sale For a free sam- 
ple report, write the Relocatable Business newsletter PO 
Box 2202T4, Great Neck. NY 11022-0214 or call 1-800- 
448-8567 

WWW SIMPLESELLING NET 
3 things to guarantee your employees success 
CaJ for free Information kit 1-877-999 Thomas 

TRAINERS/CONSULTANTS conduct popular seminars & 
workshops Control your own destiny Easy, powerful, 
provon Step by step process, For more into; 888-385^529, 

S60GVDAY FROM YOUR HOME 
Generate Leads For Our Company! No Phone Work or 
Sates' It's Easy So Cafl 800-953-9768 X 4 16 

LET THE GOVERNMENT START YOUR BUSINESS Bonus: 
Free business incorporation Free check software 2Q2- 
httpV/wwwcaprta^ 

MEDICAL BIUJNG 
Excellent Potential Industry Leader provides most com- 
prehensive software, training and support available Dis- 
cover benefits no other program offers Best value for 
investment From $4.995. NCS 80O2Q7-371 j exl 370. 

1999 Franchise Annual Directory fully describes 4,177 
businesses Completery updated TeHs how to investigate 
franchisors 30th year $39 95 indusive Vtsa/MC. Money 
back guarantee INFO 1 -888-806*2665 . 

CASH! 

HOLDING A MORTGAGE ON PROPERTY YOU SOLD? 
SELL FOR CASH! NATIONWIDE 1-800^862-2744 

GET YOUR FREE COPY 1 Kevin Lehmams new MLM 
report *7 Steps to Ovefcoming Even The Toughest Objec- 
tions-' Close like the pros 1 -800-656-6337, Ext. 199. 



BACKYARD BUDDY 




Automotive Lifts 



Starting at $2,875 

The lifts that allow you to gain valuable garage space by stacking cars, keep priceless 
collectibles out of the weather, and maintain those vehicles in your own garage! 
CALL TODAY FOR MORE INFORMATION 
1-800-837-9353 

WWW BACKYARD- BUDDY COM IWky^rd Buddy ( grp. . Niks Ohio 
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Put Yoijj 

lil j\ 

|eature your business, products 
services — even business 
>rtunitiefi — in the Nation's 

sinesscliis-! 1 ^ 



for 



demographics and advertising rates, 

1-800-424-6746 

NationsBusiness 

Tlte Small Business Adviser 



BUSINESS OPPORTUNITIES 



LET THE GOVERNMENT FINANCE your small business 
Grants/loans to S800.000.00. Free recorded message: 
707-449-8600. (HS2) 

OWN YOUR OWN BUSINESS*" 
ALL TYPES, SiZES AND PRICES: SOME WPTH TERMS 
A-B C 719-S4O-22Q0 OR WWW.BtZSALE.COM 

FREE TAPE After researching hundreds of businesses, our 
famous team ol experts and our families started this Ideal 
Home Business, 1-BQQ499-0179. 

BUY FORECLOSED AND DISTRESSED PROPERTY 
Use OUR Money Split Profits Complete Training 
Free info, 1-300*331-4555, Ext. 5035 

CAPITALIZE ON CRIME' Earn amazing profits on full fine of 
crime prevention products that sell li<e crazyi Ftee wrioJesate 
caiatog 800-735-1797. FQ8 10154, #NB, Yakima, WA 98909 

I MADE OVER $1,000,000 LAST YEAH 
Inarero stress, reiaxed. ideal tjfestyte. home-based business 
Mow I want to teach 2 people m select markets my simpte "turn- 
key* system Caflmy 2*Jv HOTLINE (800) 965-1552 



MEDICAL BILLING 



• Wort tiom home or office ■ Unlimited Income Potenlai 
■ Join IN- tadusfrv leader *nn aver 
3000 BHIing Centers nationwide 
Eflensiv* Sales and Software Trainmg & Support, 
Invesiment KSSfrSS.^S nranctng available 
ISLAND AUTOMATED MEDICAL SERVICES. INC. 

(800) 322-1139 EXT. 175 



BUSINESS SOFTWARE 



BUSINESS SERVICES 



"LONG DISTANCE 7.3* USA U/BOOrSrCARDS"" 
6sec/24nrs-Top GuaJity-LOW lnt'1 Canada/UK 8tf : Germany/ 
France/Austmle tStf , Japan 22$ 888 439-628a/S 1Q4a&6888 

INCORPORATE ALL 50 STATES Personalized Corporate 
Documenls Low Price Guarantee Elite Business Forma- 
tions. Call 888-866-7161. wwwJncServtcfl.corTi 

NATIONAL TELEVISION MARKETING Increase product 
sates & awareness through nali TV mklg Affordable 
turnkey, Joint venture & potential export opportunities avail 
800-2159967 

BIDS. BIDS BIDS .BIDS'"! 
Get More State & Local Bids from me World's Largest Source 
- BidNet, Call B0O677- 1997 or visit us at www bidnet.com 

9.9* Long Distance Service *9.9t Toll Free Plan 
14.9(6 Calling Card * No monthly fees, no minimums, no 
surcharge, or term contracts AH rates 24 hours a day six 
second billing' Residential or Business Services. Services 
provided through American Telecom Network Order 
Today' 1-888^788-5258 - 8am4pm MST 



INCORPORATE YOUR BUSINESS 



Incorporate by Fax. Phone or the Internet I 

✓ GtMMftecd lowest price* ✓ All 50 Hares and off- shore 

✓ Free name searches ✓ NofegaJfee 



For FREE informdion ull Eminem Filings, Inc. toll-free at 
I8001 981-7183 or taoqmtt on <ht m«m « H Up M i 



BUSINESS SOFTWARE 



AUTOMATE YOUR BUSINESS with the M»croBt2 I 
Controller Its an easy to use point of sale package for Wirv 
oows 95 or NT. Y2K compfianf Call for a FREE catalog 
000^894-6788 Of visit u& on the wefoal: wwwmtcfctocain 

DISTRIBUTION SOFTWARE 
INVOICING STATEMENTS .INVENTORY CONTROL 
PURCHASING ACCOUNTS reCErVABUE AUTOMATIC 
PRICING CUSTOMER HISTORr ANO MUCH MORE 1 
CALL 1-800-594-1 144 FOR FREE DEMO DISK 



PHONE ORDERS 




BUY IT WHOLESALE 



FACTORY DIRECT 1000'S Products, ASIA, PHILIPPINES, 
MEXICO Below Wholesale Saw to 900%.. Cutting, Box 
750-6H Cape Coral, a 33910 

Buy 39,457 PRODUCTS. DIRECT from FACTORIES in Tai- 
wan, HKong, Philippines, Mextco! Save 500% - 900%]' 
Echomark, Box 739-N849, ShaHrar, FL 3257M739 USA 

YOUR COMPANY LOGO IN BRASS 
Impressive wall logos of brass, chrome, or other cost effec- 
tive finishes. Free estimates METAL LOGOS. INC 800- 
846-LOGCK5646) FAX 402-339-231 1 



CARPET 



BUY DIRECT from carpel capital of the world D&B rated 
co. w/30yr exp. SHOP AT HOME Free qutfes/samptes. 
60% savings on all name brand floor coverings 800-545- 
5615 _ 

CARPET Save up to 50% & more on major brands, We also 
manufacture our own beautiful styles For infcmratKxi & 
samples, call 1-800-848-7747, Ext. 45. Dalton. Georgia 

CARPET, VINYL. WOOD FOR 25 YEARS THE TOP 
BRANDS. THE LOWEST PRICES CHURCH. HOME OR 
OFFICE WEST CARPET INDUSTRIES, DALTON, GA 800- 
247*3707 



COMPUTER HARDWARE 



Bar Code Readers, bar code printers, labels, ribbons, cash 
drawers, receipt printers, data collectors, potnt-ot-sate 
hardware and software and more! Visit www barcodecom 



CONFERENCES 



NOCTts 10th ANNUAL CONFERENCE 
FOCUSING ON SKILLS ASSESSMENT Tods & Techniques 
tor Enhancing Performance 6/29-7/T/99 Kansas Qty MO 
Contact NOCTI at 800-334-6283 or www.nocii.com 



EDUCATION 



PARALEGAL GRADED CURRICULUM Approved home study 
Most affordable & comprehensive 100 yrs of legal training. 
FREE CATALOG 1-800*26-9228 BLACKSTONE SCHOOL 
OF LAW, PQ Box 701449, Dept. MB, Dallas. TX 75370 

GET A DEGREE THAT COUNTS Distance learning BS 
BBA MS. MBA, MHA. MPA degrees. Programs in business 
crtrrinaJ justice, sports A health adrrmsiraiBn. Free catalog 
1^800-65^7038 or 504-201-01 11 BIENVILLF UNIVERSITY 



Distance Education 

Business - Engineefing Arts 
^EjrperieiiEG^ 

Send Resume for No Cost Evaluation 

P.O Box 11 3FJ • Bryn Mawt PA WO • USA 

Fax: 610-527 1008 • E-mail trashunwQop net 
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EDUCATION 


| FRANCHISE OPPORTUNITIES/SERVICES 


1 LEGAL SERVICES 


EARN YOUR BACHELOR'S. MASTER'S AND/OR DOC- 
TORAL degree by distance learning. No residency 
required. Southwest University. 2200 Veterans Blvd.. 
Kenner LA 70062. (BOO) 433-5923 Fax 504-46^3213 

A QUALITY ALTERNATIVE 
Columbia Southern University/Licensed Bachelor & Mas- 
ters Program in Business & Heafth Administration. HRM. 
Ctorrputef Science, Criminal Justice, Environmental Mgt. & 
Occupational Safety & Health Free Catalogue 1 -€00977- 
8449 Ext 997, Orange Beach. AL 36561 


FRANCHISE YOUR BUSINESS 
Complete development including franchise sales services 
Capita] avail for quaStied ca Call the franchise experts 
FRANCHISE CAPITAL 600-795^2856 or 828-743-1000 


REGISTERED PATENT ATTORNEYS in Jackson Hole, WY 
provide quality patent & trademark services lor Individuate 
& companies nationwide via mail at affordable fixed tees. 
Flanagan & Flanagan 307-739- 1 12arFax 307-733*1 130 for 
free into about services 


■ ARE YOU SITTING ON A GOLD MINE? 1 

1 ItfTtmirTinil 


| MAILORDER 


m fifld wt if fettEhinag ii fa best way to now yeor busiMfti. 
Talk to u BnL Becau* nobody hit fhuchiied 
mew buiinenn than Frwcorp, 
The leader in franchise d«velimn«rit inH nni«»itin ff w n pM»ut* 


Dtrecl market to the World Or Sell to Catalogs! 
Natl Mai Order Association can help you succeed' 
FREE Newsletter 612788-1673 www.nmoa.org 


EQUIPMENT I FA^P 1 ^ un tn ^100000 AooNcatinn Onlv 
24hr approvals First Credit Corp. Call Brian at 1-800-326- 
4168, Ext 3 FAX: 850-479-3891 We Welcome Your Busi- 
ness, www.firstcreditcom 


INTERNET SERVICES 


j O/PE RSONAL IZED GOLF BALIB 
Trtteist. Top-Flite, Ultra Prnnade and Others 
For a Brochure Call 1 -688-432 2557 


1 H YOUR WEBSITET We my to adver- 
tise on your site (no pom) Market your e-mail lists' Wer> 
site/custom software development. 406-821-4519 
wwweorrjaatecufturecom hup^ansftnetbox com 


PLASTIC CARDS for customer loyally and gift cards, dis- 
counts, membership - afl types at competitive prices. 
Thick/Thin, embossed Mag Srripe, Bar code. Laser print- 
able, smari cards, fulfillment services. Caltrtax for samples 
and ideas Card/Form Services 80T>824-1821 
FAX 630-691-0576 E-MAIL CARDFORMS@AOL.COM 


PHONE-A-LEASE $5K $150 000 'No Finances Required- 
tagger Leases, No Problem") 4 Hour Approvals Comput- 
ers * Phone Systems " Voice Mail * Trucks ' Cars * Recy- 
cling Ept * Construction Equipment * Adirondack Leasing 
600-678-7342, Fax 51B-463-0144. 


INVENTIONS j 


INVENTORS - FREE INFORMATION PACKAGE For devel- 
opment and patent assistance on your product idea, cafl 
Davison 1-80O-677-6382 Proven Desion R*adis 


REAL ESTATE 


FRANCHISE OPPORTUNITIES/SERVICES 


NATIONWIDE RELOCATION SERVICES-Speciahzang in the 
Ftioenix/Scottsdaie area I make ft easy lo buy or sell your 
home, vacant land. 1031 exchanges Call Alan toll free 
1-877-465-8877 (ERA ENCORE REALTY 623-780-4006) 


FRANCHISE YOUR BUSINESS 
With the leading consulting firm in the couniry 
McGROW CONSULTING (800) 356 601 1 


LEGAL SERVICES 


TRADEMARK REGISTRATIONS by Attorneys 
Fixed Rates - Lowest Prices Guaranteed 
1-80r>67-THADBMRK 


SECURITY 


GING1SS FORMALWEAR 
VWh over 240 locations, we are the Leader in our industry 
Low rnrtial lees, complete training & a clean store environ- 
ment Call 1-800-621-7125 for info 


THE CD-iO EM80SSER is a quick & easy method of proving 
ownership of a carnpact disk Personalize each dfik wHn ther 
own idertilying mart For information call 1-800537-3889 


D0N7 BE SUED BY YOUR EMPLOYEE New program 
STOPS employee lawsuits Upheld oy US Supreme Court 
Free into. 334-6602060 or www rnodelprogram com 


UNIQUE FRANCHISE OPPORTUNITY FOR NOW & THF 
NEXT MILLENIUM. Customized pacKing/resetlternenl ser- 
vice for seniors Setting up of new household and estate j 
purchase for excess items. Contact Beth Lewandowski. 
Director (302) 658-9 1 10 www resetters com 


TRAVEL SERVICES I 


WOEMARK SEARCHES Si 50 Appi^aiion Preparation 
$350 Located near US Patent & Trademark Office, Attorney 
Jay Horowtz:{800) 304-8266 www traderr^r-uscom 


COMPANIES SAVE BIG ON TRAVEL Gain control over your 
corporate travel expenses Save big money each month by 
becoming your own travel agent. Call us tor the details 
TRAVELERS CHOICE ASSOCIATES 80O446O096 




OF SPECIAL INTEREST 


COMING IN JUNE 




Franchising In The 
New Millennium 

9 * • 
* ■ 

^franchising 

Call 

1-800-424-6746 

for information 
on advertising in these 
Special Franchise 
Guides 

NationsBusiness 

The Small Business Adviser 


Get in TOTAL COMPUANCE with 
the latest Supreme Court's decisic% 

regarding harassment!* % 

% HAlftVSSMENT 
« • HOTLINE 


-C (949)643-8489 

www^end-harassmentxom 

-i '-■-'< niTfdei in thtt December 199Rmueo!Nuii<> • o 
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Looking Before A Leap kilo Ergonomics Rules 
E! 



* f Fecti ve methods for protecting workers from repeti- 
l tive-stress problems "have been demonstrated in 
l workplaces of all sizes across a broad range of indus- 
tries," the U.S. Occupational Safety and Health Adminis- 
tration notes. "Many employers have developed effective 
ergonomics programs and common-sense solutions." 

Those comments, ironically, appear in the introduction 
of OSHAs proposal for a 
vast new federal regula- 
tory apparatus to im- 
pose and enforce stan- 
dards on how workers 
do their jobs. 

In a typical hodge- 
podge of fedspeak, the 
agency wants to re- 
quire employers to es- 
tablish programs to 
prevent "work-related 
m usculoskeletal di sor- 
ders," or WMSDs. in 
which OSHA includes 
carpal-tunnel syn- 
drome and backaches. 

The tenor of the pixy 
posed regulations is ap- 
parent from just one 
provision: An employer 

receiving a workers complaint of WMSD symptoms 
would have to 4 *make available prompt and effective 
medical management" that included referral to a health- 
care professional who could order the worker placed on 
limited duty with normal earnings, 

OSHA claims that such mandates are justified because 
"the scientific basis for the relation between work and 
development of WMSDs and for addressing ergonomics 
problems in the workplace is well-established." 

That is simply not the case. 

Neither the scientific nor the medical communities 
agree on the basic causes of repetitive-stress injuries, 
much less on how to prevent them. 

The National Coalition on Ergonomics, a business 
group that is challenging the OSHA proposal, says: "Any 
ergonomic regulation must be based on sound science. 
Such a foundation does not exist today. In fact, OSHAfc 
proposed rule would make Americas workplaces labora- 
tories for costly ergonomic experiments while failing to 
offer the assurance of preventing even one injury." 



More Workers, Fewer Claims 1 
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A highly credible effort to address the issue scientifi- 
cally is in the works. Congress has directed the Na- 
tional Academy of Sciences to conduct a study designed 
to provide a scientific foundation for decision making. 

The results of that review are expected in 18 to 24 
months. In the meantime, the problem of repetitive- 
stress injuries should be kept in perspective. Such con- 
ditions represent just 4 
percent of reported 
workplace injuries and 
illnesses, and they are 
dropping even as the 
work force continues to 
grow. (See the chart. I 

The 276,600 such con- 
ditions reported for 
1997 arose from a total 
national work force of 
more than 130 million 
people. 

The sharp decline 
from the peak year of 
1994 has occurred 
without OSHAs bat- 
tery of new regulations, 
8 point the agency 
would do well to ex- 
plore. The fact that the 
reason for the drop is not apparent further buttresses 
the case against imposing a so-called solution that 
would add massively to business costs. 

The U.S. Chamber of Commerce, a member of the er- 
gonomics coalition, noted that "compliance casts — both 
in time and money — would hurl all private companies 
but particularly devastate small businesses." 

It is by no means a disservice to workers concerned 
about repetitive stress that the OSHA plan be deferred 
until the academy completes its work on the subject. 
The principals — employers, employees, OSHA, and 
Congress— will then have the major ingredient now 
lacking, a rational basis for deciding whether there are 
truly effective steps to be taken on this important issue. 

OSHA plans to make its regulations final in Septem- 
ber. If it cannot accept the vital importance of awaiting 
the counsel of wiser heads in the form of the National 
Academy of Sciences panel, then Congress will have to 
protect the agency from itself by blocking further action 
on these standards pending results of the study. 



Introducing the new 
F-650/F-750: the newest, 
biggest Super Duty ever 
Built Ford Tough. 
Expanding on the technol- 
ogy found in the Ford 
F-Series gene pool, we've 
created the new F-650/F750. 



Not only does this tough 
Super Duty offer the versatil- 
ity of three cab configura- 
tions - Regular, SuperCab 
and Crew - but also offers 
three diesel engine choices - 
the Power Stroke" 73L V8f 
Cummins* 5.9L and Cat* 



31266, Other choices include 
seven wheelbases ranging 
from 158 to 260 inches, six 
manual and three automatic 
transmissions and a CVWR 
up to 33,000 lbs. So no mat- 
ter what line of work you're 
in, so are we. 



FoTd announces the newest breakthrough 
in genetic engineering. 




Super Duty F-350 

'Late availability. See your dealer for details. 



Super Duty F-650 



Super Duty F-750 




How to 
win friends 
and infuriate 
competitors. 



When a turboprop operator comes up against a Citation CJ1, he can expect 

to be left behind by the business jet that cruises 150 mph faster. But the most 

infuriating fact for him is that the CJ1 is guaranteed to cost less to operate 

than the competing turboprop. And to top it all, the CJ1 even costs less to buy. 

The CJ1 operator will also be using the big 8 x 10-inch flat screen displays 
of his new Collins Pro Line 21 avionics. The finest suite that's ever been standard 
in this category of aircraft. So r which operator would you rather be? 

To find out how easy it is to be the one in the Citation CJ1 , contact Roger Whyte, 
Senior Vice President, Sales and Marketing, at 1-800-4-CESSNA. A Textron Company 



The Business Advocate 



SUPPLEMENT TO 



Nation'sBustness 



APRIL m i ) 



The Newsletter For U.S. Chamber Members 

n-tnr. uschamber.org 



^^^^^ 



Dear Chamber Member* and t in 

Chamber of P««»"*~j t he enthusiastic 

We 1997 «P tbe j£g$3 S volunteer business 
support of an exceUen ^; l vllfthat effort- 

For nearly a ** !!S«2S*t53 l " 



I 



NOT . with Pi »PP» A we oter gutche. by 

■**StfBBSSSSBB» 

— • ■~ ,„,,, „, — — - - 

B Protect today's prosperity y 

mCreaSeS - , n t(1 .forms that ^ £ JSSS^ 

work force, protect faotw 

fense. . npnt workplace safety, but stop 

■ ConUnue » ^n^^^s and jobs — 
Kg**** ^at *fc> Amencan compe ^ 

Sincerely, 





Thomas J. Donohue 
William Gk LUtV 



Prrttirfcut nto! ( EO 
Thomas J I><> > . »i, 



SPECIAL 
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REVITALIZING 
THE U.S. CHAMBER 
OF COMMERCE 
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William G. Little 




A New Era Begins At The Chamber 



F 



| ounded in 1912, the U.S. 
Chamber of Commerce has 
served business effectively 
for nearly a century. But in the 
face of rapid economic change and 
an increasingly complex political 
environment business today 
needs a stronger, more aggressive 
organization to advance its inter- 
ests around the world and into the 
next century 

And so, under new executive 
leadership and with an expanded 
professional staff and an outstand- 
ing board of volunteer business 
leaders* the Chamber has em- 
barked on a bold revitalization 
program designed to overhaul the 
organization s infrastructure, in- 
crease the vigor of its advocacy, 
and rally the American business 
community around a set of core is- 
sues that will shape its future. 

Revitalization is well under way Over 
the past 18 months the organization: 

■ Tripled the size of its lobbying 
team and dramatically increased its 
tough, nonpartisan advocacy on be- 
half of business, 

■ Reinvigorated its relationships 
with state and local chambers and 
with its grass-roots members. 

■ Restored its membership-gath- 
ering and financial operations, at- 
tracting thousands of new large and 
small businesses to its ranks. 

■ Greatly expanded its scope of 



U.S. CHAMBER (>] COMMERCE 
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work in the international, environ- 
mental, and labor policy arenas 
through the addition to its staff of 
nationally recognized experts. 

The Chamber rededicated itself to its 
mission — to fight and win for business 
arid free enterprise before govern- 
ments at home and abroad, in the 
courts* and in the public opinion arena. 

The business mission was ad- 
vanced not only through stronger 
legislative advocacy on vita] issues 
but also by assembling money, peo- 
ple, and programs around fundamen- 
tal business issues: 

■ Reforming the nation's costly 
legal system and challenging the trial 
lawyers who benefit from lawsuits. 

■ Checking union leaders* efforts 
to increase government spending and 
regulations on business. 

■ Opposing environmentalists' 
push for a global climate treaty and 
other regulatory burdens not based 
on sound science. 

■ Attacking crime and illegal drug 
use. 

■ Advancing education and work- 



force issues as well as immigra- 
tion to address America's short- 
age of workers. 

■ Promoting international 
trade and fighting protectionism 
at home and abroad. 

The Chamber's revitalization 
program was set in motion with 
the fall 1997 arrival of a new pres- 
ident and CEO, Thomas J. Dono- 
hue. His first year on the job was 
marked by a whirlwind of activity 
that substantially raised the pub- 
lic, policy and political profile of 
the organization. Donohue met 
with dozens of national and inter- 
national leaders as well as with 
hundreds of chamber and busi- 
ness executives across the country 
to win support for the revitaliza- 
tion effort and to make ii clear 
that business would "stop apolo- 
gizing for being the one thing in 
this country that really works." 

The new Chamber president also 
raised the organization's profile in 
the media and on Capitol Hill, lead- 
ing one authoritative congressional 
newsletter to observe that the 
"Chamber's climb has other groups 
looking over their shoulder" 

The revitalization of America's 
largest, most important business fed- 
eration is far from complete, but 1998 
marked an impressive beginning that 
has caused friends and foes alike to 
take notice. 






Fighting For Business 
At Home And Abroad 



The Chamber's fundamental mis- 
sion is to win business battles in 
the legislative, regulatory, and 
legal arenas— ensuring passage of 
measures that help companies and 
blocking those that hurt. 

That's why the Chamber tripled 
the size of its lobbying force in 1998 
and expanded its policy and commu- 
nications teams as well. 

These additional resources, along 
with a more effective mobilization of 
grass-roots business activists — 
through its Grassroots Action Infor- 
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1998-99 US. Chamber Chairman William G. Little, 
left, talks with Los Angeles Mayor Richard Riordan 
before the Chamber's recent board meeting. 



mation Network (GAIN)— helped 
enact measures that: 

■ Secured record funding for 
transportation projects. 

■ Precluded the U.S. Environmen- 
tal Protection Agency from funding 
"backdoor" administrative efforts to 
implement the flawed United Na- 
tions global climate treaty and its so- 
called environmental-justice policy. 

■ Required a study on job activities 
and stress-related injuries, part of an 
effort to delay the implementation of 
a federal ergonomics standard. 

■ Closed a loophole in a securities 
law to protect companies from lawsuits. 

■ Increased the number of visas 



for highly skilled immi- 
grants to help ease the 
worker shortage. 

■ Extended a trade-law 
provision that helps open 
foreign markets to U.S. 
companies. 

■ Consolidated more 
than 60 federal worker- 
training programs into 
block grants for the states 
to set up their own pro- 
grams with input from 
business. 

■ Renewed 
China's most-fa- 
vored-nation trade status, 
now known as "normal 
trade relations" (NTR). 

■ Replenished the Inter* 
national Monetary Fund, 
which aids financially trou- 
bled nations whose eco- 
nomic health impacts busi- 
nesses in the United 
States. 

■ Extended tax credits 
for research and experi- 
mentation expenses and for 
costs associated with hiring 
certain disadvantaged 
youths and welfare recipi- 
ents. 

■ Overhauled the Internal Rev- 
enue Service to better protect tax- 
payers. 

■ Accelerated the timetable for 
allowing self-employed individuals to 
deduct 100 percent of their health- 
insurance premiums. 

■ Instituted a three-year morato- 
rium on new taxes on transactions 
conducted over the Internet 

■ Delayed the implementation of 
an immigration-law provision that 
could have led to the clogging of U.S. 
border-crossing checkpoints. 

■ Reformed two provisions in the 
Occupational Safety and Health Act 
to protect businesses. 



Gen. Colin Powell, former chairman of the Joint 
Chiefs of Staff, right ond U S. Chamber President and 
CEO Thomas J. Donahue form on alliance to help 
young people find summer /obs. 



Blocking Attacks 
On Business 

The Chamlwr also was instrumental 
in helping pro-business lawmakers 
defeat several measures that would 
have been detrimental to business, 
including an $800 billion tobacco-tax 
increase, legislation to raise the fed- 
eral minimum wage, and a bill that 
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U.S. Chomber Executive Vice President 
Bruce Josten rallies business /coders at 
the Capitol in support of a highway hill 
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U.S. Chamber Senior Vice President Lonnie Taylor 
voices the Chamber's opposition to a tobacco -fox 
proposal at the Cop/tot wrth Sens, Mitch McConnell, 
R-Ky„ left, and Jeff Sessions, R-A/a., looking on. 



would have burdened employers with 
new health-care mandates. 

The Chamber's legislative efforts 
were complemented in 1998 by a rein- 
vigorated political program. The 
Chamber hosted more than 100 ses- 
sions for business leaders to 'Ineet 
and greet" pro-business candidates 
running for election to Congress, 

The Chamber endorsed 291 candi- 
dates for election in 1998, and 85 per- 
cent of those candidates won on Elec- 
tion Day. 

The organization also mounted a 



get-out-the-vote campaign 
to encourage employers 
and their employees to 
register and to vote. 

Important adjuncts to 
those efforts included the 
Chamber's How They 
Voted publication, which 
rated members of Con- 
gress on the votes they 
took on business issues in 
1997, and the business fed- 
eration's annual Spirit of 
Enterprise Award, which 
recognized lawmakers who 
voted with the 
Chamber at least 
70 percent of the 
time in the previ- 
ous session of Con- 
gress. 



sociations awl :J,0(>0 state and local 
chambers of commerce that are 
members of its business federation 
and the foundation of its political 
strength. 

It held a first-ever summit meeting 
of 150 state and major metropolitan 
chamber executives in Colorado 
Springs, Colo,, to discuss ways to 
harness businesses grass-roots power 
more effectively 

Donohue visited more than 130 
cities, where he met with hundreds of 
business leaders. Chamber ( Chairman 
William G. Little bolstered those vis- 



Strengthening 
The Federation 

All the lobbyists and policy 
experts in the world won't 
carry the day unless they are 
backed up by a vibrant fed- 
eration of state and local 
chambers and industry asso- 
ciations as well as a strong 
network of grass-roots ac- 
tivists. 

In p.BS. the Chamber strength- 
ened its ties to the 1,000 business as- 
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Chamber President and CEO Thomas 1 Donohue and Senior Vice President Lonnie 
Taylor, seated second and third from the right respectively, pose with the Chamber's 
expanded lobbying team following the first round of new hires. 



Chamber lobbyist Sally Jefferson talks with House 
Transportation Committee Chairman Bud Shuster f 
R-Pa., about a major highway-funding bili 



its with his own travels to chambers 
and local business communities 
across the country. 

To better represent the breadth 
and diversity of American business, 
the Chamber increased the size of its 
board of directors from f>0 members 
to 104. The board now includes rep- 
resentatives nominated by state and 
large metropolitan chambers. 

The organization continued to em- 
phasize helping its small-business 
members through programs such as 
the nine Chip Enterprise Initiative, 
which recognizes small firms that 
have overcome adversity and emerg- 
ed stronger, and the ChamberPlan, 
offered jointly by the Chamber and 
Fidelity Investments and providing 
affordable retirement plans. 

The Chamber formed new relation- 



ships with outside groups, such as 
America's Promise: The Alliance For 
Youth and the Welfare to Work Part- 
nership, both of which are helping 
businesses U* find workers, ami the 
National Black Chamber of Com- 
merce. 

Communicating 
With Business 

One of the key approaches a revital- 
ized Chamber employed to influence 
events in Washington was to mobilize 
business outside the nation's capital. 

Through nearly 300 letters to 
members of Congress, testimony de- 
livered or submitted to congressional 
committees on 28 occasions, press 
briefings on Capitol Hill, and calls 
from its activist members to lawmak- 
ers, the Chamber effectively voiced 
the concerns of American business in 
1<J<JX. 

The Chamber relied on a host of 
media to communicate its message to 
its members and the public. 

Through GAIN, the organization 
educated mem hers on legislation and 
regulations of importance to busi- 
ness and, when needed, rallied their 
support or opposition to such mea- 
sures. 

The ( 'hambers site on the World 
Wide Web, mimmxchambeKm-g, 
served as a source of valuable legtsla- 
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Rep. Heather Wilson, R~N./vV, wifh 
Chamber lobbyist Doug Loon, was one 
of 29 J congress/ona/ candidates en- 
dorsed for election in I 998 by the 
Chamber 
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US. Chamber President and CEO Thomas I Donohue, left, meets with members of 
the House Western Caucus on Capitoi Hill. 



tive and business news. And a new 
communications initiative, Chamber- 
Cast, provided live and archived 
video and audio of important 
speeches and events held at the 
Chamber during the year. 

Donohue's weekly * Voice of Busi- 
ness* 1 column and the Chambers 
member newsletter, The Business 
Advocate, helped keep the public and 
Chamber members informed about 
the organization's positions, as did 
editorials and issue-related articles in 
Nation's BwsiriesH, the Chamber's 
monthly magazine. 



The Rallying Place 
For Business 

The Chamber also played a 
prominent rolo in various 
business coalitions that 
worked to advance — or fore- 
stall — legislation on < apitol 
Hill. It helped lead, among 
other groups, coalitions that 
worked to preserve U.S, ex- 
port markets by funding the 
International Monetary 
F\ind, to repeal a proposal 
that would have caused mas- 
sive traffic congestion at U,K, 
border crossings, and to stop 
burdensome workplace regu- 
lations. 
Throughout the year, the 



Chamber hosted conferences at 
which the important public-policy is- 
sues of the day were discussed by 
business, political, and academic 
leaders. 

And congressional leaders, mem- 
ber's of the Clinton administration, 
and other political leaders continued 
to turn to the Chamber as a forum 
for the exchange of views on matters 
vital to the country and to business. 

Clearly the Chamber has become 
the rallying place for business and an 
essential stop for advocates of all 
viewpoints as they try to advance 
their ideas. 
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Leslie Hortum, Chamber senior vice president for 
Federation Development, and Richard loom is, di- 
rector of the Office of Chamber Relations, discuss 
ways to strengthen the US. Chamber 's relationship 
with local and state chambers. 




Raising The Chamber's 
International Profile 

More than 90 percent of the world's 
population and American businesses 
potential customers live outside the 
United States. For that reason, a 
centerpiece of the Chamber's revital- 
ization program is a substantial ex- 
pansion of the organizations interna- 
tional staff and activities. 

Heads of state from around the 
globe now look to the Chamber to 
provide international business lead- 
ership. The presidents of Colombia, 
Costa Rica, Mexico, Nicaragua, Ro- 
mania, and South Korea, the prime 
minister of Singapore, and the 
Brazilian finance minister addressed 
the business federation in 1998. 
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Federal Reserve Chairman A/an Greenspan, left, 
meets with Chamber President and CEO Donahue. 



The Chamber's International Divi- 
sion also hosted seminars and brief- 
ings on doing business in various 
countries, bringing together U.S. 
business people and ministerial dele- 
gations from around the world. 

In October, Chamber President and 
CEO Donohue visited China, Japan, 
Singapore, and Vietnam to urge those 
nations to implement economic, fiscal, 
and banking reforms to help them re- 
cover from the Asian financial crisis. 
Donohue emphasized the importance 
of Asian markets to the United 
States— and to U.S. jobs. 

On Capitol Hill — in addition to the 
legislative victories on trade with 



China, funding for the 
International Monetary 
Fluid, and renewal of the 
Generalized System of 
Preferences, which helps 
open foreign markets to 
U.S, exports — the Cham- 
ber raised awareness 
among lawmakers of the 
negative effects on U.S. 
firms of the embargo on 
Cuba and of the use of 
unilateral economic sanc- 
tions. 

The Chamber also 
pressed the U.S. govern- 
ment to study more 
carefully the impact on 
U.S. businesses of the European 

Union's move to add east- 
ern European countries to 
its economic bloc. 

Chamber Affiliates 

The Chamber advanced its 
pro-democracy, pro-free- 
enterprise goals around the 
world in 1998 through the 
Center for International 
Private Enterprise (CIPE), 
An affiliate of the Cham- 
ber and the business partic- 
ipant in the federally 
funded National Endow- 
ment for Democracy CIPE 
marked its 15th anniversary 
in 1998 by funding 65 pro- 
jects in 28 countries — 
projects that help 
build a tradition of 
support for business 
in the developing 
world. 





Li Lonqmg, China's vice premier, right speaks with U.S. 
Chamber President and CEO Thomas J. Donohue dur- 
ing the Chamber leader's October 1998 trip to Asia. 



spring meeting of the World Eco- 
nomic Forum. The Geneva-based in- 
ternational foundation of business, 
government, academic, and media 
leaders meets to foster business op- 
portunities and to address global eco- 
nomic, social, and political issues. 

The Chamber foundation, which 
provides analysis, options, and strate- 
gic models for dealing with public-pol- 
icy issues, also hosted conferences 
that looked at ways to reform Social 
Security and to address the problems 
in the health-care system. The organi- 
zation also debated the potential U.S. 
national security implications of the 
United Nations climate treaty, exam- 
ined the Asian financial erisis's effect 
on the U.S. economy, and studied the 



The Chamber 
Foundation 

The National Cham- 
ber Foundation, the 
Chamber's public-pol- 
icy research group, 
also advanced the in- 
terests of U.S. busi- 
nesses in the global 
market, hosting the 
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Colombian President Andres Pastrana, left, is greeted by 
Chamber board member Craig L fuller, right. 




social, demographic, and tech- 
nological challenges facing 
business in the 21st century. 

The fight to protect free 
enterprise also was advanced 
by the Chamber's other affili- 
ates. 



Litigation Center 

The National Chamber Liti- 
gation Center (NCLC), the 
Chamber's public-policy law 
firm, defended the interests 
of business in the courts. 

In 1998, the NCLC partici- 
pated as a plaintiff in six cases 
and filed friend-of-the-court 
briefs in more than 30 cases 
before federal courts. 

Among its most important victories 
of the year, the NCLC persuaded a 
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US. Chamber Executive Vice President and Chief Operating 
Officer Gregori Lebedev, center, leads a discussion among 
business leaders on the economy at a conference sponsored 
by the National Chamber Foundation 



federal appeals court to delay imple- 
mentation of an Occupational Safety 
unci Health Administration program 
that would have penalized businesses 
that failed to comply 'Voluntarily" 
with OSHA regulations that were 
never approved by Congress* 

Legal Reform Institute 

In addition to using the justice system 
to protect the interests of business, 
the Chamber worked through its In- 
stitute for Legal Reform to ensure 
balance and fairness in ihr system. 



U.S. Secretary of State Madeleine Albright and 
Treasury Secretary Robert B. Robin urge Chamber 
members to support fast-track trade -negotiating 
authority for President Clinton. 



The institute, established in April 
1998, embarked on a long-term leg- 
islative and political battle against ex- 
cessive and frivolous 
lawsuits. It held a 
conference in Sep- 
tember to highlight 
the importance of 
business participa- 
tion in state judicial 
elections, and it en- 
dorsed three candi- 
dates for election to 
the Alabama Su- 
preme Court. In the 
fall, the legal insti- 
tute hosted a nation- 
al conference on the 
year 2000 computer 
problems, focusing 
on ways to limit the 
litigation impact on 
business caused by such problems. 



Work-Force Center 

The Center for Workforce Preparation 
expanded its efforts to help businass 
prepare workers to obtain the knowl- 
edge, skills, and attitudes needed to 
compete and succeed in the global 
economy of the 21st century. 

Of critical concern to the Chamber 
and the center — and particularly to 
U.S. employers — last year was the 
shortage of workers. The center pro- 
duced a resource directory of work- 



j force-development programs run by 
\ chambers of commerce and other or- 
j ganizations across the country. 
I In February; the center hosted a 
I symposium on work-force prepara- 
! tion that featured as its keynote 
\ speaker retired Gen. Colin L, Powell, 
i who is chairman of America's 
! Promise — Alliance For Youth, and 
I Govs. Tommy G. Thompson, R-Wis., 
i and FVank Keating, R-Okla. 

The revitalization of the U.S. 
Chamber of Commerce is not 
over. As the challenges facing 
! American companies grow in number 
i and complexity, business must have a 
\ powerful and flexible rallying organi- 
j zation pounding on the doors of gov- 
\ ernment in Washington and around 
: the world. The U.S. Chamber is the 
j only organization with the depth of 
; expertise and grass-roots strength 
| that is able to meet that formidable 
! challenge. 

While much remains to be done, it 
i can once again be said that when 
I politicians, policy-makers, and power- 
i ful media gatekeepers want to know 
I what business thinks and where busi- 
! ness stands, they call the Chamber of 
I Commerce of the United States. 
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j Chamber President and CEO Thomas I 
\ Donohue, left, New Jersey Gov. Christine 
Todd Whitman, and Klaus Schwob, presi- 
\ dent of the World Economic Forum, were 
; among those at a conference on global 
i economic, socio/, ond political issues. 




Business To Rally In Washington 
For Summit On Legislative Agenda 



M embers of the U.S. Chamber of 
Commerce will rally in Wash- 
ington June fr-9 for a '"Nation's 
Business Summit" to communicate and 
advance the federations pix>-business 
agenda. 

The summit 
will be held in the 
Chamber s head- 
quarters and will 
kick off with a 
Sunday evening 
reception. 

Special brief- 
ings on the top is- 
sues being consid- 
ered by Congress 
will be held June 
7. The following 

day, federation members will be en- 
couraged to visit their lawmakers on 
Capitol Hill. 

The final day of the summit — June 
9 — will include an address by congres- 
sional leaders on Capitol Hill and a 
meeting of the U.S. Chamber's board 




of directors. Pi^esident Clinton has been 
invited to be the keynote speaker at a 
concluding lunch. 

Also as part of the program, sev- 
eral small businesses will be recog- 
nized as the 1999 
national honorees 
in the Blue Chip 
Enterprise Initia- 
tive. 

Sponsored by 
MassMutual — 
The Blue Chip 
Co., the U.S. 
Chamber, and 
Nation's Busi- 
ness, the award 
program recog- 
nizes small com- 
panies that have overcome adversity 
The fee for participating in the sum- 
mit is $295; space is limited. 

For mare information about the sum- 
mit or to register to attend* coll (202) 
163-5580. 



Panel To Nominate Board Members 



The committee that will nominate 
the officers of the U.S. Chamber 
of Commerce whose terms begin 
in 1999 has been selected by the Cham- 
ber's board of directors. 

Committee members include Philip 
E Anschutz, chairman and CEO, The 
Anschutz Corp., Denver; Michael R. 
Bloomberg, president, Bloomberg Fi- 
nancial Markets, New York City; A. 
William Dahlberg, chairman, president, 
and CEO, The Southern Co., Atlanta; 
Maura W Donahue, vice president, 
DonahueFkvret Contractors Inc., Man- 
deville, La.; and Craig L, Riller, chair- 
man. Global Board Services, KonV 
Ferry International, Washington, D,C. 

The panel also includes Carol A. Rae, 
president and CEO, Integrated Media 



& Marketing, LLC, Rapid City, S.D.; 
Gerald L. Shaheen, group president, 
Caterpillar Inc., Peoria, 111.; David 
Shea, president and CEO, Shea Con- 
struction Inc., Spokane, Wash.; William 
R, Toiler, chairman and CEO, TITAN 
Consultants Inc., Stamford, Conn.; and 
Steve Van Andel, chairman, Amway 
Corp., Ada, Mich. 

The committee also will nominate di- 
rectors for board seats that have be- 
come vacant Nominees are voted on by 
the board. 

U.S. Chamber members may submit 
their recommendations for candidates 
for directorships. Contact Kate Wagner 
at (202) 463-3154 to make recommenda- 
tions. The deadline for recommenda- 
tions is April 30. 




Meet Chamber 
Leaders 

To garner more input from its 
members throughout the country, 
the U.S. Chamber will hold a se- 
ries of one-day regional meetings this 
spring. 

The meetings are set for April 8 in 
Dallas, April 22 in Chicago, and May 4 
in Atlanta. 

The agendas will allow business lead- 
ers to share information and strategies 
on important business issues, to discuss 
the issues shaping today's legislative 
and political landscapes, and to ex- 
change ideas on existing and proposed 
Chamber programs and services. 

Each meeting will feature remarks 
from William G. Little, the U.S. Cham- 
ber's 1998-99 chairman, Vice Chairman j 
Will F. Nicholson Jr., and Chamber 
President and CEO Thomas J. Dono- 
hue Polling firms and demographers 
will give presentations, and discussions 
will be held on topics such as formulat- 
ing and implementing gi'ass-roots 
strategies and dealing with interna- 
tional issues. 

For more information about the 
meetings, visit the Chamber's site on 
the World Wide Web at immanscham 
ber.org or call (202) 463-5580. 

Toll-Free Help 
For Members 

If you have questions about your UJ3. 
Chamber membership account, 
membei^hip materials and publica- 
tions, or member services, or if you want 
to join the Chamber, 
call the organiza- 
tion's toll-free 
number 1-800-649- 
9719. If you're calling 
from Washington, D.C-, 
or Maryland, call (202) 463-5330. 

An automated attendant line will 
offer options from which you can 
choose to haw your call diriTted. 



